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PREFACE 


One of the most urgent problems that face India 
to-day is the re-organisation of agriculture, the significance 
of which in the life and economy of the country cannot be 
over-stated. On this depends, to a large extent, the effec¬ 
tive solution of our fundamental problems of hunger and 
poverty. It is, therefore, necessary to understand the 
major issues involved in the re-organisation of our agricul¬ 
tural economy. 

An attempt has been made in this book, which is the 
second publication of the Economics Society, to study and 
critically evaluate, in a short compass, some of the major 
problems that confront our agriculture to-day. It is hoped 
that readers in general and students in particular will find 

it useful. 

I sincerely thank the members of the Society who 
have helped me in various ways. I also take this oppor¬ 
tunity of expressing my grateful thanks to Principal B.B. 

Gupta, Prof. K..N. Bhattacharya and Prof. H. Singh but 
for whose help and co-operation the publication would not 

have been possible. 


March 8, 1951 


A. N. AGRAWAL 



PREFACE TO THE SECOND EDITION 


Since the publication of the first edition ’of the book 
many significant changes have taken place in the different 
sectors of the national economy. In the light of these 
changes, all the previous essays have been thoroughly 
revised, enlarged and brought upto-date ; in fact some of 
them have been completely re-written. Two new chapters 
have also been added,—one on Community Development 
Projects and the other on Agrarian Reforms in China. I 
hope the book will now prove more helpful to its readers. 

I am very grateful to my colleagues—Shri P. K. 
Ghosh, Shri C. K. Johri and G. Roy Chowdhary—who 
helped me in many ways in the preparation of this edition. 

I am also grateful to all who have given me sugges¬ 
tions for improving the book and I shall welcome further 

help of this kind. 


August , 1953 


A. N. AGRAWAL 
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CHAPTER I 

INDIAN AGRICULTURE : 

-A GENERAL SURVEY 

Its Place in National Economy 

Agriculture has always occupied a place of pride 
our national economy. That role it retains even today 
inspite of the fact that the country is being steadily 
industrialised. The great significance of agriculture in 
our life and national economy is well borne out by 
the fact that it is by far the largest single industry in 
the country. It is the main occupation of the people. 
It gives direct employment to about 68 per cent of the 
total population of the country, and of the rural popu¬ 
lation nearly 90 per cent is directly or indirectly con¬ 
nected with it. As a matter of fact, agriculture in India 
is not merely an occupation ; it is a tradition, a way of 
life in itself which for centuries past has shaped our 
thoughts, coloured and fashioned our customs, conventions 

and usages. 

Agriculture is also the premier source of our national 
income. According to estimates made before the Second 
World War, income from agriculture accounted for nearly 
50 per cent of the total national income. The position even 
today is practically the same. The National Income 
Committee in its first Report published in 1951 puts the 

national income of India for the year 1948-49 at Rs. 8,730 
crores. To this national income, agriculture contributed 
no less than Rs. 4150 crores i.e. 47*6 per cent. 
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Further agriculture provides the bulk of our exports. 
Agricultural commodities such as oil seeds, lac, tea, jute 
and cotton figure as the most important items in our 
export trade. They directly help us in earning considerable 
amount of foreign exchange resources which are extremely 
necessary for the financing of our different basic schemes 

of social and economic development. 

Again, a very large amount of our capital is found invested 

in it. Agricultural holdings represent perhaps the largest 
fixed capital in the country. Irrigation works, farm imple¬ 
ments and live-stock also indicate the vast amount of 
capital invested in our agriculture. 

Yet again, agriculture forms the basis of our various 
industries including trade and transport. Some of our 
biggest industries, such as sugar and textiles, depend on 
agriculture for the supply of raw materials. Railways and 
other transport systems get bulk of their business 
from the movement of agricultural products. Similarly 
most of our trade transactions are in terms of agricultural 
goods. Besides, agriculture is also a very important source 
of revenue for the State Governments. 

Above all, agriculture is the main source of food for the 
vast and growing population of the country which nearly 
comes to one-seventh of the entire human race, and fodder 
for well over 177 million cattle, representing about a 
fourth of the world’s cattle population. The food pro¬ 
duction in the country kept pace with the growing popula¬ 
tion until 1930 when it began to lag behind. The separation 
of Burma in 1937 and the partition of the country that foll¬ 
owed ten years later in 1947 still further aggravated the food 
problem. And now the country is confronted with indeed 
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a very difficult task of feeding a large and growing popu¬ 
lation on reduced food supplies. 

The significant place of agriculture in the country’s life 
and economy is thus quite evident. India is primarily an 
agricultural country. Agriculture is the basis of our national 
economy. This being so, let us examine the present state 
of condition of our agriculture. 

Backward Agriculture : Its Consequences 

Although agriculture occupies such a significant place 
in the life and economy of the country, its efficiency is 
among the lowest in the world. This may look quite para¬ 
doxical in view of the fact that India is known to be an 
agricultural country par excellence. She possesses great 
natural and other advantages in the sphere of agriculture. 
Yet the fact of her utter agricultural inefficiency and back¬ 
wardness cannot be doubted. The extremely low yield of 
crops in the country is a clear index of it. India gets 660 
lbs. of wheat from an acre of land where as Egypt obtains 
1918 lbs., Japan 1713 lbs., and China 989 lbs. Tne average 
yield per acre in the country is nearly one-fourth of that 
in Italy in respect of rice; one-third of that in Germany and 
Switzerland in respect of maize, less than one-sixth of that 
in Egypt in respect of cotton, and less than one-third of that 
in Java in respect of sugar cane. The table on the next page 
shows the average out-turn of crops in India and in some 

other countries. 

The table is self-explanatory. It shows that the 
produce per acre is amazingly low in India, lower than 
in practically all other countries. 


/ 
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Country 

Wheat 

Yield per acre in lbs. 

Rice Maize Sugar cane 

Cotton 

Tobacco 

Egypt 

1918 

2998 

1891 

70,302 

535 

— 

Germany 

2017 

— 

2828 

— 

— 

2127 

Italy 

1383 

4568 

2079 

— 

170 

1139 

Japan 

1713 

3444 

1392 

47,534 

196 

1665 

U.S A. 

812 

2185 

1579 

43,270 

268 

882 

Java 

— 

— 

— 1 

: > I 3 » 57 ° 

— 

— 

China 

989 

2433 

1284 

— 

204 

1288 

India 

660 

1240 

803 

34,944 

89 

987 


Although the economic loss resulting from low yield is 
not always realised, if calculated, it would indeed be stag¬ 
gering. Our loss in respect of wheat alone is well explain¬ 
ed by Sir Mac Dougall in his note to the Central Banking 
Inquiry Committee : “If the output per acre in terms of 
wheat were raised to that of France, the wealth of the 
country would be raised by £669,000,000 a year. If the out¬ 
put were in terms of English production, it would be raised 
by £1,000,000,000,...In terms of Danish wheat production, 
the increased wealth to India would be £1,500,000,000 per 
year.” If such is the extent of loss in respect of one item 
alone, the total loss of national income on account of general 
low agricultural productivity will indeed be staggering to 
imagine. 

Surely this appalling agricultural inefficiency or back¬ 
wardness lies at the root of the crushing poverty of our 
rural masses which, it must be noted, stands in the way of 
progress in all spheres of life, economic, social and cultural. 
The effects of rural poverty, which in other words means 
India’s poverty, have been spreading out in an ever widen¬ 
ing circle, and are today linked with all the vital problems 
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of economic and cultural development. Indeed, without 
effectively tackling this problem, there can be no prospect 
of rapid economic development, progress of education, or of 
establishing high moral standards in individual and social life. 

The low yield per acre is also the basic cause of our 
food problem which is at present causing a very great 
damage to the life and economy of the country. Millions 
of people in India suffer all their lives from slow famine and 
die in millions even in non-famine years due to low vitality 
and diseases arising from severe malnutrition. This directly 
contributes to economic inefficiency and a terrific waste 
of human resources. The problem is, however, getting 
still more complicated by the fillip that the food scarcity 
is giving to the rapid growth of population in the country. 
This may look paradoxical, yet it is true that the more the 
malnutrition, the greater is the frenzy of breeding and re¬ 
production in order to carry on the species. Yet again food 
shortage is causing a severe dram on the country’s limited 
foreign exchange resources which, we all know, must be con¬ 
served to purchase the much needed capital equipments and 
technical know-how. It is also responsible for the present 
creeping inflation. Thus ‘in so many ways food shortage, 
which is essentially the product of our backward and stagnant 
agriculture, is complicating our problems. 

It needs also to be emphasized that low agricultural 
productivity is a great handicap in the way of industrial 
development. By reducing the purchasing power of the 
masses, it has unduly restricted the market for industrial 
products. It has also created a serious problem of raw 
materials for our industries both in terms of quantity and 
quality. 
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Agricultural Development: Need and Scope 

The foregoing analysis shows that agriculture is the 
very foundation of our national economy and further that, 
as it exists today, it is exceedingly backward. We have 
also seen that this agricultural backwardness lies at the root 
of appalling poverty, hunger and inefficiency in the country. 
These, in their turn, act and react cumulatively, thereby 
creating before the country a vicious circle, an economic 
deadlock wherein the different sectors of the economy, 
instead of being mutually complementary and helpful have 
become reciprocally inhibitive. As a result poverty is 
getting further intensified, and the task of progress, econo¬ 
mic or otherwise, is becoming all the more difficult. 

The urgency of increasing agricultural production in the 
country is thus quite obvious. The development of agri¬ 
culture is extremely necessary for the proper tackling of our 
fundamental problems of poverty and unemployment with¬ 
out which no significant rise can take place in the standard 
of living of the masses in the country who, as has already 
been mentioned, are mostly engaged in agriculture. A rise 
in the standard of living and the purchasing power of the 
primary producers will widen the markets for industrial 
products and will thus help in the growth of industries. 
Industries will further benefit by increased production and 
higher quality of raw materials. It is thus evident that an 
efficient industrial structure can be built on the foundation 
of improved agriculture. Yet again, development of agri¬ 
culture is necessary to solve the problem of food shortage 
in the country which has assumed serious dimensions in 
recent years. And it needs hardly to be emphasized that 
the physical, moral and spiritual well being of a nation Is 
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vitally dependent on its satisfactory food supply. As such 
India cannot hope to become a first-rate nation, if men are 
hungry all around. 

In brief, there is great urgency for agricultural develop¬ 
ment in the country in order to break the vicious circle, to 
resolve the economic deadlock, and thereby pave the way 
for economic development. Backward agricultural econo¬ 
mies, like India, are characterised by rapidly growing 
population and over-crowding in agriculture. The task 
of bringing about economic development in such countries 
is essentially the process of engaging larger and larger 
number of people in manufacturing and other non-agri- 
cultural activities. While so engaged, the people have 
to be fed ; raw materials have to be found, and also the 
workers have to be equipped with necessary capital goods 
and technical know-how. Bulk of the capital goods will 
have to be imported from other countries for which 
necessary foreign exchange will have to be found. All 
these burdens must necessarily fall on agriculture which it 
will be able to bear only when it is adequately improved. 
Developed agriculture will provide food and raw materials 
for non-agricultural workers. And what is still more im¬ 
portant, it will create the surplus necessary for capital 
formation aDd for the import of essential capital goods. 
It is thus clear that in case of backward agricultural 
countries, increase in agricultural production is a vital 
condition for economic development and the tempo of 
development largely depends, in the initial stages, on the 
volume of agricultural production and the surpluses that 

are available from it. 
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This being so, the improvement of agriculture must 
form the focal centre of our economic planning. Our 
primary aim must be to improve agricultural production. 
That will help us to step up our economic structure to a 
higher level and also to secure a better balance in the 
economy. 

Fortunately, the scope for agricultural development in 
the country is quite vast, both extensive and intensive, parti¬ 
cularly the latter. Further extension of cultivation in India 
is possible by bringing cultivable waste lands and current 
fallows under the plough. The area classified as “cultivable 
waste is 86 million acres, and the area covered by current 
fallows is estimated at 54 million acres. Though it is true 
that the so called ‘cultivable waste lands* are not all truly 
cultivable, nevertheless even a cursory examination will 
show that a considerable area of it is good, fertile and 
cultivable land. 


The area under current fallow is needlessly very large, 
and surely the country at the present can ill afford it’. 
Under the existing system, a part of the land is regularly 
left idle to give i, rest. It is no doubt true that with every 
croppmg, there is some loss of natural fertility in the land 
wh.ch must be made up. But the system of fallowing is 
urely a very crude and wasteful method of enabling the 
and to regain its lost fertility. The progress in agricultural 

1L j. 1 * f cultiva- 

bon. This objective can be better attained through proper 

“ g 3nd 3 SUi,ab,e of rotation of crops. In 

estern countries fallowing has been replaced by intertilled 
row crops like corn, potatoes and roots. 
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India, however, is an old country. As such the scope 
for further extension of cultivation is bound to be compara¬ 
tively limited. But this is more than made up by the 
immense possibilities for improvement that the country has 
for intensive cultivation. This is very well revealed by the 
great disparity that is to be found between the yield per 
acre in our country and that in other countries. In most 
of the crops, our per acre yield is three to four times less 
than that of some other countries. With the aid of scienti¬ 
fic cultivation, suitable land policy and efficient economic 
organisation, some foreign countries have been able to 
bring about a very great increase in agricultural productivity. 
There is no reason why, given these facilities, the same 
thing cannot be possible for Indian agriculture. 

In this connection it is sometimes argued that agricultural 
productivity in large tracts of Europe and the U S A. is 
high because there land has been brought under cultivation 
comparatively receatly. Though the argument has some force 
in it, the high yield in those countries cannot be attributed 
to the nature of soil alone. In China agriculture is an 
ancient art, yet the average yield is very much higher than 
in India. And even in India, the yield is not only low but 
also shows wide variations from State to State. For ins¬ 
tance, the yield per acre of rice varies from 961 lbs. m 
Madras to 586 lbs. in Bihar ; of wheat from 809 lbs in the 
Punjab to 122 lbs. in Hyderabad ; and of cotton from 126 
lbs. in the Punjab to only 43 lbs. in Baroda. Though some 
- variation in the average yield in the different parts 0 
country is bound to occur on account of differences in 
fertility of soil, rainfall etc., yet such wide disparities must 
be, to a large extent, due to a relatively low standard of 
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cultivation in the backward areas. Hence with the adoption 
of scientific cultivation, the yield in backward areas can 
come very near to that of advanced areas, and likewise 
India can come very close to the level of yield set up by 
some foreign countries. 

It is thus obvious that there is plenty of wealth in the 
land to be exploited. If we utilise our inherent re¬ 
sources to their full potential, our national income can 
increase several times, and our standard of living will go up 
considerably. 


Causes of Backwardness 

The need to develop our agriculture necessitates an 
enquiry into the causes responsible for its low productivity 
so that suitable remedies may be found for the same. Quite 
a number of enquiries of this kind have been made from 
time to time by Government experts. They have analysed 
m detail the defects of our agriculture, and in most cases 
have reached the same conclusions. The same evils have 
been deplored, and similar recommendations reiterated by 
one expert body after another. But unfortunately the 
approach, until recently, was rather very narrow and faulty. 

e whole problem of low agricultural productivity was 
considered mainly from its technological aspect, quite in 

isoation rom its social and economic back-ground. Their 

Zeal> f Cal 3Ppr0aCh $Uffered fr0m the defects of 

that tl? abstraction. It is, therefore, not strange 

that their recommendations did not bear much fruits, for 

■ the y COuld hardly be acted upon. 

canS for S deVd ° Pment ° f is of vital signifi. 

cance for the country, the problem must be viewed in a 

comprehensive way, in all its aspects,taking into full account 
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the whole set of social, economic and technical factors that 
impede the progress of our agriculture. Some of the 
fundamental problems of Indian agriculture, the solutions 
of which are necessary before any significant advance can 
be made, have been dealt with in the succeeding chapters. 
Here we may only sum up the main defects in the existing 
land system and agricultural methods and organisation. 

I. In the first place, there is an excessive pressure 
of population on land which has been steadily 
increasing for a pretty long time under the stress of 
the decline of cottage industries during the British 
rule and the rapid growth of population. In 1872 
about 56 per cent of the people were engaged in agriculture. 
This proportion increased to 6ri per cent in 1891, to 67*4 
per cent in 1901, and by 1921 the number had jumped to 
73 per cent. The National Income Committee put this 
figure at 68‘2 per cent for 1948-49- The cbaDge in the 
percentage of people engaged in agriculture in recent years 
is more on account of the adoption of a different method of 
classification than any real lightening of the burden on land. 

This too much over-crowding in agriculture, besides 
creating an occupational unbalance in the country as also 
involving a tremendous waste of human labour, has led to 
a continuous sub-division and fragmentation of holdings 
which is in a way the greatest single defect in our agricul¬ 
ture. The vast majority of our cultivators possess an 
area too small for efficient cultivation. Agriculture on 
tiny and scattered farms is uneconomic. The farmer 
cannot build his house on tiny bits of land. ey 
can neither be fenced, nor ploughed properly. Even d 
water be available, it cannot be easily carried to them. 
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The use of tractors, construction of wells or effecting 
other permanent improvements on land are simply 
out of the question. And then there are wastes of 
numerous kinds.—waste of human resources, boundary 
lands, and of working cattle and agricultural equip¬ 
ment. As a result of all these, the cost of cultivation 
becomes excessive and the net value of the produce 
proportionately low, reducing agriculture to a state of 
deficit economy. Since agricultural farms in India are 
very small and scattered as well,—some of them in fact 
are not more than a mere fraction of an acre—, they can¬ 
not but render our agriculture uneconomic and compel a 
life of inescapable poverty for the farmers. 

2. Besides the extremely uneconomic size of holdings, 
there is the lack of quality seeds which are essential for 
good crops. Though considerable work has been done in 

/, the country to evolve improved varieties of seeds, the results 
obtained in laboratories have not been exploited to any 
great extent. The seeds of improved quality have not 
yet come into popular use. This is borne out by the 
fact that hardly io per cent of the total cultivated area in 
the country is sown with seeds of improved variety. And 
even this little progress is mainly confined to cash crops 
such as sugar cane, cotton, jute and wheat. 

3. The use of improved seeds will lead to good crops 
only when the soil provides them with adequate nourish¬ 
ment ; that is, when the soil is fertile. In India the 
level of fertility has become stabilised at a low level. This 
is not at all surprising. The agricultural land loses a part 
of its natural fertility every time it yields a harvest. 
Roughly k is estimated that an ordinary crop takes away 
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abobt 26 lbs. of nitrogen from one acre of land. If 
this is not made good by the application of adequate and 
right kind of manures and fertilisers, the fertility of the 
land will decrease and so will the yield. Natural processes 
do help in restoring soil fertility, but only partially. 

In our country soil constituents are removed year 
after year in the form of produce, but hardly anything 
is done to replace them by proper manuring. Cattle 
dung or farmyard manure is one of the best natural 
manures. It is rich in soil nutrients and is also readily 
available without any cost. But mainly out of necessity, 
the Indian farmer burns it as fuel. Refuse is another 
rich source of organic manure. In China and Japan 
sweepings, night soil, rotting vegetable matter, all find 
their way into fields. In our country, however, the value 
of refuse is not yet sufficiently realised. Some towns 
and villages burn it, some merely dump it, while others 
pollute rivers and lakes. Then there are chemical fertili¬ 
sers, but they are comparatively costly. Hence their use 
is restricted. 

Thus the soil in India literally starves. It has to 
depend mainly on the recuperative efforts of natural pro¬ 
cesses to regain its lost ingredients. No wonder then 
that the fertility of our soil has become stabilised at a 
low level. 

Another menace to fertility is soil erosion. Large 
tracts of land have been gradually renderd unfit for profit¬ 
able cultivation by the formation of injurious salts and 
by the action of flood water in either eroding the surface 
soil or burying it beneath deposits of sterile material. The 
problem of soil erosion, though common to the whole 
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country, has assumed serious proportions in particular 
areas like Chhota Nagpur, Madhya Pradesh, Rajasthan, 
Uttar Pradesh, etc. 

4. Along with good seeds and fertilisers, there is also 
the need for timely supply of water ia adequate quautities 
Without this efficient cultivation is impossible. In 
our country we are mostly dependent on rainfall for the 
supply of water to our fields. But monsoons are highly 
uncertain and irregular. The capriciousness of rainfall in 
our country manifests itself in a variety of ways. In 
any particular year, the rains may not arrive at all, or they 
may come in torrents. Again, they may start too early or 
too late, or yet again the rains may not be sufficiently 
prolonged and well distributed. All this upsets agricultural 
work, resulting in partial or complete failure of crops. 
And the tragedy is that the uncertainties or abnormalities 
of rainfall in India are the general rule, rather than the 
exception. As such the harm caused by them is a normal 
feature of Indian economic life. There is hardly any 
year when scarcity conditions, brought about by the failure 
of monsoon, do not prevail in some part of the country or 
the other. 

Irrigation can afford security against the vagaries of 
rainfall. But in India roughly only one-fifth of the total 
net cultivated area is under irrigation. The rest of the 
lands are still at the mercy of this monsoon. Naturally, 
therefore, failures of rainfall which are a normal feature 
of our life cause extensive damage to crops and financial 
loss to cultivators. Can any one then wonder at the back¬ 
wardness of Indian agriculture, or at the poverty of 
cultivators. 
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5. The methods of cultivation in India are also far 
from satisfactory. It is a well established fact that a 
suitable system of crop rotation is very essential for the 
maintenance of soil fertility. Some crops are known to tax 
one particular soil nutrient more than the rest. So if 
the same crop is grown repeatedly, the soil will become 
highly deficient in that nutrieDt. If, on the other hand, 
another crop is grown which uses a different nutrient, 
the soil will be able to recuperate its fertility easily. 
This is the reason why proper crop rotation is necessary for 
efficient agriculture. 

The Indian cultivator, no doubt, knows the value of crop 
rotation and mixed cropping. They have been in vogue in 
the country for a long time. The pressure on land and the 
lure of money have, however, encouraged our farmers to 
concentrate on certain crops, particularly the cash crops 
such as cotton, sugarcane and wheat. This excessive con¬ 
centration on cash crops has considerably lowered the 
former standards of crop rotation which in themselves re¬ 
quired improvements with the aid of research and experi¬ 
ment. The consequences of this have been quite bad. It 
has further intensified the evil of soil depletion besides 
encouraging the growth of certain plant diseases and 
pests. 

6. The productivity of land in India also suffers to 
some extent because of the obsolete and inefficient nature 
of tools and implements with which the Indian cultivator 
normally works. "In the major part of India, the farmer 
uses a wooden plough which stirs, rather than inverts the 
soil. The seed is merely broadcast and then ploughed 
into the earth. He cuts the harvest by hand, threshes the 
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grain under the bullock’s feet and winnows cereals by the 
agency of the wind.” 1 Most of these tools and implements 
have remained essentially unchanged since perhaps land 
was first brought into cultivation. Even if they served 
their purpose well in the past, they are unable to yield 
corresponding returns in these days of rapidly increasing 
strains on land. 

In most of the advanced countries, great improvements 
have been effected in agricultural implements. There the 
farmers now make use of the most up-to-date and efficient 
implements, including power-driven machinery for tilling, 
sowing, reaping, storing etc. These modern scientific devices 
have ensured the farmers better and more crops at reduced 
costs. In India, however, not much progress has been 
made as yet in this direction. This is partly because it 
means new capital investment which the average cultivator 
is too poor to afford, and partly because their use on very 
small holdings would be uneconomic. 

The same is true of our cattle. Though we have about 
a fourth of the world’s cattle population, they are probably 
one of the least efficient in the world. Indiscriminate 
breeding in the rural areas and poor feeding have caused 
great deterioration in the quality and efficiency of our 
cattle. It is said that about 50 per cent of the cattle in India 

are more a drag on the country’s resources than an aid to 
the exploitation thereof. 

7. Then there is the problem of rural finance and of 
indebtedness. A cultivator requires finance for a variety 
of purposes finance for annual production needs such as 

1 Nanavati and Anjaria—Indian Rural Problem, page 47. 
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those for seed, manure, wages, etc.; finance for development 
and conservation of resources like construction of wells, 
embankments, tanks, etc. . - ance to meet distress-times 
occasioned by the incidence of famine, flood or any other 
calamity. “In fact a cultivator needs more credit than 
most industrialists because he must maintain himself and 
his family for several months during each season while the 
crops are growing and does not get any return till he has 
harvested and sold them.” 

Borrowing is thus so necessary in agriculture, but in 
our country there are no satisfactory arrangements for 
the supply of the requisite rural credit. The joint-stock 
banks play little part in the supply of credit to agriculturists. 
In fact, they do not look upon agricultural finance as a 
part of their general business. The Government also 
plays a very insignificant part in the matter of supplying 
rural finance. The advances of the Government to cultiva¬ 
tors, known as taccavi loans, are more or less confined to 
emergency or distress-times. The amount supplied by the 
co-operative credit movement is equally small. Though 
the movement is expanding, the percentage of the popula¬ 
tion served by it is still very small. As yet it has not gone 
into the heart of the village. Thus there remains only the 
village mahajan in the field as the main prop on which 
the entire structure of rural finance rests. He is the main 
source of credit for the cultivator. 

Under the existing system of rural finance, the cultivator 
is simply unable to get long-term credit for development 
purposes. Even the short-term credit cannot be obtained 
except at exhorbitant rates. Under such arrangements for 
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the supply of finance, no business enterprise can be run 

efficiently. ,,v ** n ... " ,:u Jv: ’ h ‘ ’ 

»* t . 

1 The ‘ ihdispensability of the village mabajan, coupled 
with the 1 ineVita^bility of 1 borrowing in agriculture, particular¬ 
ly by the'sifidirfatmer, has made the Whole system of rural 
finance' Vety diifebtive.' This, in turn, is accentuating the 
evil of indebtedness which 1 , ks We all know,' lies at ’ the 
root bf odr riirhl problem. ! The vast'majority of our 
cultivators Sre heavily indebted. It is rightly said they 
are bdrh In debt arid also die in debt.' This indebtedness 

I 

is undoubtedly a Verjr great menace because it gives rise 
to serious ‘econotnii, social and moral consequences. It 
leadfc directly to agricultural 1 inefficiency. ' A cultivators, 
over-burdened With debt, loses interest and initiative to that 
har'd' work without Which no farmer on earth can get the 
be^t from the sdil.' : " ! ' ' ? ’ c 1 ’ ' : 

8. The cultivator in India also suffers from great 
disabilities and handicaps in the selling of' his produce. 
In faiany cases, while taking loans from the money-lender, 
the dealer or the broker, he gives a lien to the lender on 
his crops. In some cases, he is compelled to sell at a price 
previously fixed, or on other terms materially profitable to 
the lender. But even when'the crops are not so mortgaged, 
he Fares no better. Being short of ready money and . thus 
unable to meet the demands of the money-lender, the rent 
collector and others, be'ha’s to sell his produce in the first 

available market for what it will fetch.' As such in either 

way, he is a loser. He does not get the full value for even 
the little prodiice that he is able to raise.' According to the 
Report 6n Marketing of Wheat in India (194,),' only eight' 
annas and a quarter hut of a rupee paid by the customer * 
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reach the ; hands df the real jfroducer. His share is said' to 
be still less in the marketing 1 of other commodities. Lack of 
sufficient finaface, cheap and-good meads of transport, suit- 1 
able warehousing facilities, absence of gradidg and standard 
weights and measures, theleVy of a’ number of incidental 
charges and imposts,'the existence of a long chain of middle 
men, and the Secret settlement of prices are all contributing 
to this state Of affaits.' This distributive injustice is bound 
to affect efficiency in agricultural production very un¬ 
favourably ' 


9. Another disability of the peasant is the fluctuation' 
of prices. Indian agricultural economy, with its rigid and 
high cost structure but now thrust into an international 
economy based on competition, has become today a gamble 
in world prices, ‘ besides being a gamble in rains. The 
surplus with the cultivator'even in good times is so small 
that a slight change in the price Of agricultural products is 
enough to cause him acute distress and deplete his working 
capital.' ■' 

10. There is also the lack of general and agricultural edu¬ 
cation of the peasantry. While the experts have spokeh high¬ 
ly of the intelligence and empirical knowledge oF the Indian 
cultivator, this much is true that “in the utilisation of his 
hereditary; skill, in the economy of the meads of production, 
and in the practice of organised self-help, he is generally 
ignorant and backward.” His ignorance is a handicap hi 
utilisation » of the ' knowledge that science has brought 
together to promote the growth of plants and animals. 
Consequently agriculture in India has remained backward, 
and out-moded. 
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11. Yet another defect in our agricultural economy 
is the lack of an adequate economic organisation of Agri¬ 
culture. In the past there was a perfect organisation in 
the form of village community. The village community 
maintained a balance between cultivated area, pasturage 
and forests. The management of common lands and 
pastures, distribution of water for irrigation, allotment of 
land to new comers, periodical redistribution of land 
among cultivators were all under the village community. 
Besides these, it also distributed the total land revenue 
demand of the village among individual cultivators with 
regard to their conditions, and the quality and area 
of land under their occupation. So in this way the 
economic activities of the cultivators were properly co¬ 
ordinated and adjusted by the village community to the 
benefit of one and all. 

This useful organisation later on broke down with the 
advent of British rule, the progress of centralised adminis¬ 
tration, the increase in the means of communication and 
the establishment of the zamindari system. But its 
functions were neither taken up by the landlords, nor by 
the State. Thus in place of the old joint-village organis¬ 
ation, no new organisation has been created, though the 
need for it is much greater to-day than what was before 
on account of the steady commercialisation of our agri¬ 
culture and the increasing complexity of economic forces. 

12. AgaiD, there is the lack of organised associated, 
subsidiary or supplementary industries to help the cultiva¬ 
tors to tide over the difficulties caused by the seasonal 
character of the main occupation. Cultivators in India do 
not have full and regular employment all the year round. 
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They remain unemployed for a considerable part of the 
year, ranging between three to six months. This long en¬ 
forced idleness still further aggravates their poverty and 
indebtedness. As a consequence inefficiency in agricultural 
production further increases. 

13. As already mentioned, agriculture in India is a 
very uncertain industry. This is so because it mainly de¬ 
pends upon rainfall which is known to be an exceedingly 
uncertain phenomenon. Droughts, floods, and other calami¬ 
ties occur in the country with distressing frequency, 
causing great damage to crops, cattle and property. Yet there 
are no adequate arrangements to safeguard the poor culti¬ 
vators from their evil effects. 

14. Crop pests, insects and diseases play havoc with 
the crops and are a constant source of worry to farmers 
every where. In India their depredations destroy as much 
as one-tenth of the total production, a staggering figure 
indeed. A good deal of work has been done in our laboratories 
to combat the various enemies of crops—locusts, rusts, 
jungi of different types, etc. But unfortunately equally 
rapid progress has not been made as yet in the practical 
application of the different means and methods of protect¬ 
ing the crops discovered in the laboratories. 

15. Above all we have in the country an antiquated 
semi-feudal type of land system which leaves no impetus 

- for the tiller of the soil. An exceedingly large area of our 
land is in the hands of absentee landlords who, under the 
existing land system, enjoy authority and power out of all 
proportion to any useful function performed by them in 
agricultural economy of the country. They lease out their 
lands, for purposes of cultivation, to tenants who have 
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< depressed social status and whose rights in land, as compar- 
• ed to those of the landlord?, are of an inferior nature; Natur- 
, ally this gives rise to a feeling of insecurity, because of the 
<- fact that in cas.e of any trouble or conflict of interests, .the 
, tenant is inevitably the weaker party. 

"* Besides suffering from a feeling of insecurity, the tenant 
iv is highly rack-rented.; Though the conditions,'of tenancy 
, differ from place to place, ordinarily he bears himself'all 
»• the cQsts of cultivation and gives to the .landlord about 50 
. tp 60. per cent of the gross produce as rent.’ In a country 
, . of small holdings, such proportions of rent payments are 
, definitely high. The amount that remains with the actual 
i M^er xs DOt enough to maintain him and. his family and to 
. , meet; the needs qf. agriculture. As. such he lacks resources 
. .to invest in agriculture. • Not only this, he lacks even the 
. incentive for efficient land utilisation and , management due 
, .tp his depressed social status and feeling of insecurity. • On 
the other .hand, the landlord too being assured of some re¬ 
turn from his land, does not take any interest in the land. 

So. in this way, making any improvement in land has be- 

‘ COmc no body’s business. Neither the, absentee landlord, 
nor the short-term tenant is interested in investing capital 
. in land, qr in adopting intensive ^methods of cultivation. 

uchis the defective land system of our country.' No 

wonder then that agricultural efficiency in the country is-so 
low. 

; <j6m - Like Und tenure, our system of revenue also is 
•highly, obsolete, uneconomic and. unjust. ' It lacks, a 

’ “ mform basis of assessment andr the period of settlement 
; differs widely from one region to another. It. is inelastic 
, and bears no relation to the productive capacityof the 



CHAPTER II 

CO-OPERATIVE FARMING 

Our Agricultural Holdings 

Success in agriculture depends to a considerable extent 

upon the size of the unit of cultivation. If the size of the 
farm is inadequate or uneconomic, the other factors of pro¬ 
duction cannot operate fully or to the extent that is necess¬ 
ary. This will naturally render the work of cultivation 
inefficient and even unprofitable. In this context when 
we look to our agricultural holdings, we find that they suffer 
from two very great defects. In the first place the size 
is extremely small. On an average the Indian peasant 
cultivates less than five acres, whereas his British counter¬ 
part cultivates 21 and the American 145 acres * Secondly 

even these small holdings are not to be found in compact 
blocks. They are generally fragmented into a number of 
plots scattered over different parts of the village. On an 
average a holding, whether big or small, is foun i fragmented 
into 5 to 8 strips. In some places fragmentation has been 
carried to such extremes that the holdings are not more 
than a mere fraction of an acre, making the villages look 

like jig-saw puzzles. 

This evil of sub-division and fragmentation of holdings 
has been brought about by a number of factors. Principally 
this is the product of the terrific pressure of population 
on land which is chiefly due to the growth of numbers and 
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thfe‘unbalanced occupational distribution of our population. 
Thfc expanding' p6pulati6n, in the absence of alternative 
employments', is continuously adding to the burden on 
land, naturally requiring in smaller and smaller size of hold¬ 
ings. Equally important is the law of inheritance in the 
country which permits the division of the ancestral land 
amongst the heirs. With every division of the ancestral pro¬ 
perty, the size of each man’s holding naturally becomes 
smaller and smaller. 1 This process has gone oh for centuries 
and still continues. Of course in recent years its effect has 
been greatly enhanced by indebtedness, forced sale, land 
hunger among peasants’ creditors, and the growing spirit 
of individualism. Further, “sub-division is'also encouraged 
by the fact that the fields in India are open and without 
hedges and thus Tend themselves to easy and speedy divi¬ 


sion 


Thus so many diverse factors have led to continuous 

• I . , . a ) I | a 

sub-division of holdings in the country reducing many of 
them to mere toys. Sub-division is, however, only one 
aspect of the problem. Fragmentation is another. This 
results from the method of sharing the holding., At 
the time of succession each heir invariably demands his share 
in every kind of land. As such with every sub-division of 
holdings, fragmentation also takes place. 

' . • i • • 

Certainly it does not require much knowledge of econo¬ 
mics to appreciate why the Indian peasant who cultivates 
these smidl and scattered bits of land is so poor, or why 
agricultural productivity in the country is so low. Agri¬ 
culture on tiny and fragmented farms is simply uneconomic 
for the cost of cultivation becomes excessive and the net 
value of the produce' proportionately low. 1 It involves'wastes 
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not only of human -resource!! but also of -working cattle and 
agricultural- equipment.- A good deal'of labour and time 
is lost in going from one plot to another. It also stands 
in the-way of adoptidg large scale cultivation, mechanisation 
and effecting permanent land'improvements such as well con¬ 
struction, maintenance of banks and drains to check soi 
erosion and water-logging of the lowlands. Again, sma 
holdings do. not permit' of capital accumulation. Conse¬ 
quently, the -cultivator has neither the means for building 
up. reserves against the frequent bad years, nor has he 
enough working capital for improved farming or for main¬ 
taining the fertility 1 of ’ the soil. Moreover, the farmer 
„ cannot build his house oh these tiny bits of land, as 
a. result of which personal supervision of the crops is 
. greatly hindered and the work of management becomes 
■ exceedingly difficult. Further more, fragmentation of 
holdings involves considerable wastage of boundary lauds, 
i It is also responsible for numerous disputes regarding 
boundaries} right of passage for-men, cattle and water which 

• frequently result in'costly litigation. 

. As a result of all these, the cbst 1 of cultivation has be- 


come<excessive and return* proportionately low, rendering 
our agriculture utterly inefficient and unremunerative. This 
. being so, the’foremost step in the planning of out-agribulture 
- would be to devise ways' ahd means for bringing about an 
' increase in the size 1 of the unit of cultivation. Unless,' this 
. is done* capital ahd organisation,'Which are acknowledged 
to be the secrets of successful operation in the modern age, 
-Will not' be able to play their role effectively. - And till 
• then productivity‘ Will' not considerably increase and our 
agriculture Witt not be in a position 1 to attain a condition uf 
either' competitive efficiency or profitability. 
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What is then the remedy ? The usual remedy that is 
suggested is consolidation of holdings which consists of 

■*- ' **••— • — ... . ■ * i * 

substitution, by mutual exchange of land, of a compact block 

i i 

for a number of separate fragments. The Punjab has 
been a pioneer in undertaking this important reform. 
Initially the work of consolidation was carried out in that 
province on a voluntary basis through a special type of 
co-operative society. In 1936, Consolidation of Holdings 
Act was passed which provided for a certain measure of 
compulsion. Consolidation operations, undertaken under 
this Act, have been carried out in 376 villages and 0*31 
million acres have been consolidated. This measure has 
also been tried at a few other places like Uttar Pradesh, 
Madhya Pradesh and Baroda. But, except in the case of 
the Punjab, where certain favourable conditions exist, 
attempts at consolidation have not been very successful. 

In connection with this measure of reform, there are 

I 

certain things which deserve our attention. Firstly, con¬ 
solidation of holdings is necessarily a very slow process. 
Co-operative societies have to encounter numerous diffi¬ 
culties in the process of consolidation such as peasant’s 
indebtedness, lethargic attitude of the people, sentimental 
attachment to particular fields, want of adequate areas of 
the same kind of land for exchange, and so on. As a 
result of all such handicaps, the work of consolidation 
becomes painfully slow. This fact is of great significance 
for us because of the reason that the process of sub-division 
and fragmentation has gone to very extreme limits. Further, 
the advantages of increasing the size of our ‘dwarf holdings’ 
can be successfully and effectively reaped only when the 

peasant owners have the necessary amounts of capital for 
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investment in the land. The peasants of India arc, how¬ 
ever, too poor to satisfy this condition. But what is still 
more fundamental is that consolidation can at test be 
only a temporary palliative for us, and that also only for 
fragmentation. For under the existing laws of inheritance, 
which are based on the principle of equal inheritance, 
holdings are bound to become smaller and fragmented at 
every successive division. 

When so confronted, many readily recommend the 
adoption of the rule of primogeniture or ‘preferred heir’ 
in the place of the existing law of inheritance. Such an 
action, it is claimed, will remedy the evil of sub-division 
and fragmentation and thus will enable the system of 
peasant farming to show good results. This is, of course, 
true that an optimum peasant farm can hold its cwn 
against large scale farms or, in other words, that peasant 
farming on economic units is an efficient type of agricul¬ 
tural organisation. But the thing that is to be considered 
here is the feasibility, perhaps even the desirability, of the 
suggested measure. We very well know that the princi¬ 
ple of equal inheritance, which is the expression of the 
society’s sense of justice and fair distribution of the avail¬ 
able opportunities, has been an integral part of the 
structure of our rural economy since very early times. It 
has taken so deep roots in the hearts of peasants that any 
radical modification of this sacred and time-honoured law of 
Indian society is bound to be severely opposed by them. 
And it is simply idle to think that the principle of preferred 
heir can be introduced inspite of popular opposition. We 
can, therefore, say that the principle of primogeniture or 
any such radical modification of the law of inheritance is 
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not a very p*aptioabJe means. to avoid *he evila-of unecono-- - 
miq holflipgs _and. thereby , to make .. Indian agriculture 

efficient. 

Thus thei .case Tor peasant proprietorship * becomes» * 
rather very ^atc.. ^Wevhave iust seen that on an individual¬ 
ist ,basis, there MUO practicable method, of increasing, the • 
size pf hpldings without which intensive farming is simply 
out of question.. The small, cultivator, has.,neither ..the 
capital, nor the.organisation to effect economies-in the. cost 
of production andjthus .to realise the technical possibilities 
of increased production. . The various problems that con¬ 
front our agriculture to-day . are , so vast and inter-linked 
with pne another that they cannot be effectively tackled by ' 
the,cultivator, with a, small; farm on an individual basis. 
We are, therefore, ;led to .the conclusion that .for the 
development of agriculture, thp urgency of which can in no 
casp , be questioned, there is the need to replace the- 
individualist petty farming by. joint farming* 

The re-organisation of our agriculture on the basis of 
some, kind of,joint action on the part of peasants can, in 
the main, take two forms, viz., collective, farming, and co¬ 
operative farming.. Let us examine these . two alternatives 
and see which of the. two, will suit-us more* We take 
collective farming first. , 

ii :: 

Collective Farming 

Under collective farming ownership .of all the‘land, 
stock and capital vests in the community as a. whole.- 
Private property in land and individual holdings are comp¬ 
letely abolished. Members of the .collective farm- are 
treated as equals ; no distinctions, are made, between one 
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member and another on account of tyrth f or inh^fitfmpe. 
Cultivation is carried on the whole , farm jis qne unit .pf 
organisation under,a management commutes elected from 
among the members. The committee lay? down v pro- 
grammes of daily work, directs and supervise^ the .perfor¬ 
mance of all agricultural operations. t It also organises 
credit, supply, marketing, insurance, etc.* and ipakes suit¬ 
able arrangements for special social service? such as edu¬ 
cation. medical aid, and recreation centres. 

c ! . 1 1 ! ' • ’ * - • 

Generally speaking, members get wages according to 
the nature and extent of work done by them, and the dis¬ 
tribution of the profits of the farm is made on the basis 
of wages so earned. Since all work is not treated as, equal, 
nor is the skill and capacity to work of each member the 
same, differences in incomes are to be found. Bur it must 

> 1 . ,.)*.» * % • » -' • • • * ' • - • * 1 * * . 

be noted that under collective faripiqg, differences in 
incomes arise only on account of differences in the nature 

» 1 \ * * * • V. 1 * 1 ’ . . - • • • 

and quantity of wprk done by .individual m eaj b ers » and 
not due to the virtue of land which, belonged to phem 
before the introduction of collective, farming. ,In certain 
cases, both production and consumption, are .communal, 
A member shares in everything provided by the farm,— 
clothing, housing and otfier amenities —by virtue pf being 
a member, and not in proportion to the. work donq by 

him* 

Russian Collectives 

*-*■>' 1 •• 

Althought experiments in collective, farming, have been 

made in different parts of the world, the m9$t,classic exam¬ 
ple of successful working of collective farming is that, of 
the U.$.S,R. ..The Russian Collectives are of different, 
types such as Toz y Artel and Commune. , ...Of .tbesp, .the 
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Artel or tbe Kolkhoz is the most prevalent form of agricul¬ 
tural organisation. Under this organisation, all the means 
of production are socialised, viz ., land, labour, working 
cattle, agricultural implements, seeds, supplies of fodder, and 
farm buildings. The members of the Kolkhoz are, how¬ 
ever, allowed to have their own private orchards, vegetable 
gardens, household dwelling, livestock and poultry. 

The management of the collective farm is organised on 
democratic lines. The general assembly of members is the 
supreme organ for the management of the collective farm 
subject to state regulations. This assembly elects a . 
Management Board of five to nine members for a period of 
two years. The Board is the executive body of the collec¬ 
tive farm and is accountable to the general meeting of 
members. The chairman of the general assembly is the 
ex-c fficio chairman of the board of management. He is 
responsible for the day-to-day routine of the farm. ' 

The members of the farm are classsified into groups or 
brigades which are made responsible for carrying on specific 
jobs over specific areas of land. The work of each brigade 
is fixed by the board of management. The brigade leader, 
who is elected in the general meeting, checks up the work 
done by the members of his group. 

With regard to the payment for work done by the 
members, the collective farms have adopted a special 
method of valuing and paying in units known as work-days. 
The usual practice is to fix a standard quota for each 
type of work on the collective farm according to the skill, 
technical ability or physical exertion involved. Thus, if 
any work requires special efficiency or ability as compared to 
another, it is graded up to a higher equivalent in work-day 
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units. The brigade leader is responsible for maintaining 
the record of work-day units put in by each member. A 
list showing the number of work-day units earned by a 
member during the preceding month is put up for infor¬ 
mation every month. To stimulate interest and encourage 
efficiency, special bonuses in the form of additional work¬ 
day units are given for an .increase in labour productivity 
over the average of collective farm. This gives every collec¬ 
tive farmer a direct material interest in the results of his 


work. 

To assist the collective farms, the State has established 
Machine and Tractor Stations (M.T.S.) all over the country. 
They possess up-to-date tractors, harvesters, threshers, and 
other farming machines and implements. They have in 
their staff not only technicians who run the tractors and 
train the members of the Kolkhoz in the handling of modern 
agricultural machines, but also agricultural experts who 
give advise on matters relating to crop rotation, proper use 
of fertilisers, conservation of soil and such other allied agri¬ 
cultural problems. Each M.T.S. serves, on an average, 
for 30 Kolkhozes on the basis of special contracts. The 
role of the M.T.S. in revolutionising Russian agriculture 
has, indeed, been very great. 


The collectivisation of Russian farms has resulted in a 
tremendous increase both in the total cultivated area and 
the total yield. Official statistics show that the total area 
sown in 1940 was about 30 million hectares more than in 
1913 which is regarded as the best year of pre-Revolutionary 
times. The yield of wheat increased to 442 million 
centners in 1931, and that of oats to 207 million from 112 
milli on. Progress was made in the production of commer- 
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rial crops as well, such as cotton, flax, etc. Compared with 
1913 cotton production increased 3*5 times, sun-flower 4 to 
5 times, sugar beat about 2 times. 

As a result of enormous increase in production, the 
income, and hence the standard of living of the farmer, has 
gone up considerably. Between 1935 and 1939 the average 
amount of money paid out per collective farm household 
increased by three and a half times. The rise in the stand¬ 
ard of living of the peasantry, thus brought about, has led 
to social, cultural and moral development as well. Literacy 
among the people has risen from barely 8 per cent in the 
pre-Revolution times to about 85 per cent at present. Dis¬ 
cipline, courage, loyalty and patriotism of the peaple were 
proved beyond doubt during the Second World War. 

Collective Fanning Unsuitable forTndia 

Encouraged by the success of Russian collectives, some 
enthusiasts recommend collective farming for India as 
well. Russia has clearly shown, they say, that by collec¬ 
tive effort, retaining some measure of private initiative, it 
is possible to abolish agricutural stagnation, when private 
farmers, unaided, impoverished and ignorant, have reached 
the bitter end of their restricted tether. Though accepting 
the fact that the Russian agriculture has vastly progressed 
as a result of collective farming, careful examination of 
certain things will convince us of the unsuitability of this 
measure as far as our country is concerned. 

Collectivisation inevitably involves complete abolition 
of private property in land. In our country individual 
ownership of land has been in existence from times im¬ 
memorial. There is a deep attachment to the ownership 
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of land. The attachment is not only strong, but is further 
strengthened by affection and reverence. As such any pro- 
posal which involves the abolition of this valued right, 
which has been freely exercised since the earliest recorded 
times, is bound to be severely opposed by the present 
owners, and also the hereditary tenants who together cons¬ 
titute the back-bone of our agriculture. The opposition 
is not only natural, it becomes justifiable in case the owners 
of factors of production in bther fields are left undisturbed. 
Why should the peasant alone be forced to surrender his 
rights in land ? Since the measure is bound to be opposed 
by the peasants, it will be unwise to push through the 
scheme of collectivisation. It will involve colossal repres¬ 
sion which, in its turn, will give rise to many difficult socio¬ 
economic problems. At the same time, we must not ignore 
the fact that in order to be successful in our task of reorga¬ 
nising the agricultural economy, we must have the peasants 
with us, and not against us, particularly so because ours is 
a democratic state. A democratic government, representing 

the people, cannot think in terms of coercing the vast mass 
of peasantry. 

Hence we find that under the existing conditions, 
collective farming will not be suitable for the country. Any 
attempt to ignore the existing conditions, which at every 
step guide and determine economic and social progress, is 
to invite disaster. 

From what has been said so far, two things clearly 
emerge out. Firstly, there is the need to reorganise our 
agriculture on the basis of some kind of joint action or 
management. This will make scientific cultivation possible 
which is indispensable for a permanent solution of the 
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problem of increased agricultural production in the country. 
Secondly, there is a great attachment to the ownership 
of land and to the principle of equal inheritance. It is so 
deep rooted that to make an attempt to uproot it will be 
risky. Hence we need such a scheme of re-organisation of 
agriculture which can satisfy these two conditions; that is, 
a scheme which leads to joint farming without disturbing 
the rights of ownership and inheritance. 

Ill 

Co-operative Farming 

Co-operative farming, as will be shown presently, can 
meet the above two conditions very well. It will not only 
ensure conditions conducive to large scale farming, but will 
also eliminate any possible threat to the rights of owner¬ 
ship and inheritance which form a pan of our Constitution. 
But the term ‘co-operative farming* is used differently by 
different persons. It is, therefore, necessary to see what 

particular forms does co-operative farming take and what 
are their essential features ? 

The application of co-operation to farming may, generally 
speaking, take four forms. Firstly, it may take the form of 
Co-operative Better Farming Society, based on individual 
ownership and individual operatorship. In this form, the 
holdings of individual owners remain distinct and co-opera¬ 
tion is extended to a number of operations. For example, 
individual owners may cultivate their holdings independ¬ 
ently, but they may co-operate in buying, selling, use of 
machinery, joint arrangements for watch and ward, etc. 
There is, however, no compulsion on the part of a member 
to follow any plan of cultivation laid down by the society. 
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Each member is independent except for the specific purposes 
for which he joins the society. 

Secondly, it may take the form of Co-operative Joint 
Farming Society. In this case the right of individual 
ownership is recognised and respected, but the owners 
pool their land for purposes of cultivation on joint basis ; 
that is, there is individual ownership but collective culti¬ 
vation. Members work on the pooled land according to 
the directions of the elected management committe. Each 
member gets wages for his daily work. His right of owner¬ 
ship is recognised by the payment of a dividend in propor¬ 
tion to the value of his land. The produce which is jointly 
raised is disposed off collectively. The proceeds of the sale, 
after meeting all the expenses of production, including the 
payment for the use of land, wages, price of seeds, manure, 
water etc. are shared by the members in proportion to wages 
earned by each. The main functions of the joint farming 
society are to prepare the crop-plan and to undertake all 
agricultural operations on joint basis. 

Thirdly, co-operation may assume the form of what may 
be termed as Co-operative Tenant Farming Society. In 
oth?r words, there may be collective ownership but indi¬ 
vidual operatorship. In this case, the society owns land 
in free-bold or lease-hold as the case may be. The 
collectively owned land is divided into a number of 
separate holdings, each of which is leased out to the 
individual tenant-cultivator who is a member of the society. 
Each tenant member pays a fixed rent for his holding. 
Although the society undertakes to supply agricultural 
requirements like seeds, manures, credit, etc. and also 
makes arrangements for the sale of produce, it is not 
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binding on the members to avail of these facilities. They 
are free to raise their produce and dispose it off as they 
like. Thus in this type of society, the superior landlord is 
replaced. The members, in a way, become their own land- 
lords. This would mean fixity of tenure and freedom 
from the oppressions of the landlord. 

Fourthly, there may be collective ownership as well as 
collective operatorship. Such a society may be given the 
name of Co-operative Collective Farming Society. The 
society possesses a free-hold or a lease-hold on the land and 
uses its members as paid workers to cultivate the land 
according to its crop-plan. In this case, the workers on the 
arm remain neither individual owners nor individual culti¬ 
vators. They work jointly in return of which they get wages. 
At the end of the year profits are worked out after meeting 
all expenses of production and are divided in proportion 
to the wages earned by each member, When so organ¬ 
ised, co-operative farming becomes very much similar to 
collective farming. 

Thus we find that co-operative farming covers a very 
wide range,—from individual owner-operatorship to coll¬ 
ective owner-operatorship. Experiments in these different 
forms of co-operative farming have been carried out 
successfully in several countries of the world, notable 
among them being Palestine, Mexico, U. S. A. and the 
East European countries. The objects of adopting 
co operative farming have varied in different countries 
according to their particular needs and environments, t.g., 
development of fallow land, rehabilitation of refugees, 
grouping of small farms, economy in the use of machi¬ 
nery, etc. Obviously, therefore, different countries have 
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chosen different forms of co-opertive societies to suit their 
special meeds and conditions. 

In most of the countries where co-operative fanning 
has been tried, there has taken place a great change in 
the economic, social and cultural life of the people. 
Through it, they have availed themselves of advantages of 
large-scale farming and have thereby increased product¬ 
ion and raised their standard of life. This has also 
brought to them a sense of economic and social security. 

IV 

Scope for Co«operative Farming in India 

The successful re-organisation of our agriculture, with 
a view to increase agricultural productivity and to raise the 
standard of living of the peasants, demands the adoption of 
co-operative farming. It will lead to many beneficial 
results both in the economic aad social spheres, with none 
of the drawbacks of peasant farming aad collectivisation. 
In this we will find a solution for over-coming the evil 
effects of small and scattered holdings and for enabling 
the small farmers to obtain the benefits of large-scale 
farming. This form of organisation will help the small 
farmer to increase production at greatly reduced working 
expenses by providing to him the economies of large-scale 
enterprise in obtaining credit, purchase of stock, equipment 
or raw materials, marketing of produce, employment of agri¬ 
cultural experts able to initiate and develop the best tech¬ 
nique in farming, optimum use of land, labour and capital, 
efficiency of work, organisation and management. At the 
same time, the interest of the peasants in their land will be 
retained. 
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Besides these material benefits, the application of 
co-operation to farming will produce many desirable 
effects in the social and moral spheres. It will help to 
develop among the peasants social sense, a strong democra¬ 
tic spirit and, above all, a feeling of security. Co-operation, 
it must be remembered, is perfect democracy in action. It 
cuts rightly across all the artificial compartments into which 
humanity has grouped itself and is also a great check on all 
anti-social urges, such as greed, selfishness or personal 
aggrandisement. At the same time, it also avoids the 
tendency to drab uniformity, regimentation and bureau- 
cratisation. Co-operation is, indeed, a happy and perfect 
midium between capitalism and state socialism. 

The various benefits, economic and social, which will 
accrue in the event of successful re-organisation of our 
agriculture on the basis of co-operative farming will not be 
confined to peasants only ; they will spread out in an ever 
widening circle to the good of the community at large. 

The organisation of co-operative farming societies will 
be helpful to the country in many more ways. It will 
ensure, for instance, closer contact and co-operation 
between farmers and the Government which is highly 
essential for our country in view of the fact that India is 
virtually a land of farmers. Again, in times of emergency, 
the Government will find it much easier to execute their 
agricultural policies relating to procurement of food grains, 
regulation of crop production, etc., through the medium of 
co-operative societies. Besides this, the task of collecting 
reliable agricultural statistics, which are so necessary in the 

framing of appropriate policies, will also be greatly faci¬ 
litated. 
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Such are the numerous benefits which flow from co¬ 
operative farming. But what about its scope in India ? 
Taking all relevant factors into consideration, it can be 
easily shown that there is a vast scope for undertaking farm¬ 
ing on a co-operative basis in India. There are about 86 
million acres of cultivable waste land spread over the whole 
of the country. In pursuance of the food self-sufficiency 
plan, the Government have formulated schemes to reclaim 
four million acres of weed-infested and two million acres of 
idle land during the next five years. A beginning has 
already been made and over 100,000 acres have been 
reclaimed. It is expected that there will be accelerated 
progress in reclaiming land in future. These large areas of 
land, which have been and are being brought under culti¬ 
vation under the various land reclamation schemes and 
multi-purpose projects, offer excellent scope for co-operative 
farming. 

A study of the economic history of Palestine, Italy, 
U.S.A. and other countries reveals the effectiveness of co¬ 
operative farming in making maximum use of the reclaimed 
land as well as in moulding the social life of the settlers. 
If we want to promote and preserve the democratic way of 
life for the new settlers, and at the same time derive the 
utmost benefit in the field of production from the reclaimed 
land brought under cultivation, co-operative farming in 
some form or other will have to be adopted. 

The scope for co-operative farming in the areas which 
are at present under zamindari system is equally great. In 
several provinces, particularly in Madras, Bihar, Uttar 
Pradesh, West Bengal, Orissa and Assam steps are 
being taken to abolish zamindari. The Bills of Uttar 
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Pradesh, Madras and Bihar relating to the abolition of 
zamindari have already received the assent of the President. 
In other provinces also abolition of zamindari is in sight. 

The abolition of zamindari will surely create a great 
psychological change in the countryside. It will give to the 
tenant a new social status and also the much needed feeling 
of security and confidence. Without undermining the 
tremendous significance of the new status that the tenant 
will achieve as a result of the replacement of zamindari, it 
must be remembered that the zamindari system is only one 
among a large number of factors contributing to agricul¬ 
tural inefficiency in the country. Abolition of zamindari is, 
no doubt, a necessary pre-requisite for the improvement of 
our agriculture, but its abolition will not, by itself, bring 
in an era of plenty and prosperity unless accompanied by 
appropriate measures to tackle other intricate problems 
relating to soil erosion, manure, irrigation, improvement of 
live-stock, size of farms, and methods of cultivation. All 
these problems are intimately bound up with one another 
and require large capital and organisation for their solution. 
As such they cannot be effectively tackled on an individual 
basis. Till then no real improvement can take place. 
Therefore, if full benefit is to be derived from the above 
reform, some form of co-operative farming will have to be 
adopted. Such steps had to be taken in Hungary, Yugo¬ 
slavia and in other countries when they were carrying out 
similar land reforms. 

The scope for organising co operative farming societies 
exists even in ryotwari areas, although here the task will be 
comparatively more difficult. In these areas, which covers 
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about 36 per cent of the total land held under different 
tenures, one will come across farmers who are proverbially 
conservative, cultivating small, disjointed bits of land with 
primitive tools and methods of agriculture. It is in this 
area that there exists great attachment to ancestral lands, 
however small- and uneconomic they be. Here the intro¬ 
duction of co-operative farming will have to be attempted 
ia a very careful and gradual manner. If on account of 
extreme individualism or any other reason, it is not found 
feasible to organise a tenant co-operative society or a 
joint-farming society, a beginning may be made by organis¬ 
ing a better-farming society. 

There is not only considerable scope for organising 
co-operative farming societies in the country, there is great 
urgency too. The food problem is becoming increasingly 
acute day by day. Same is true of the problem of raw- 
materials for our industries. Then there is also the vital 
problem of rehabilitating large masses of refugees, most of 
whom belong to agricultural classes. The solution of these 
problems requires an early adoption of co-operative farm¬ 
ing in one or the other form. This will help us in getting 
the benefits of large scale production and at the same time 
create among the new settlers interest in the land that they 
are called upon to cultivate. 

V 

Choice of the Different Forms 

Admitting the suitability and wide scope for co-operative 
farming in India, it may be asked : which of its different 
forms can be successfully adopted in the country ? The 
choice obviously will have to depend upon the environments, 
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social customs, psychological make-up of the people, and 
the conditions of farming in the respective areas. The 
best thing in this connection would be to make experiments 
with various methods of co-operative farming and then 
decide finally. Yet there are a few observations which can 
be made with regard to the choice of particular forms of 
co-opertive farming. 

Of the four forms, the Better Farming Society, which is 
based on individual owaer-operatorship, appears to be in 
the nature of the preliminary stage. It is a case of partial 
co-operation. Here co-operation is extended to cover 
everything except the main productive activity, t.e., agri¬ 
cultural production. If individual holdings are sufficiently 
large and the peasants are rich and they are also willing 
to co-operate in as many operations as possible, 
then certainly much can be achieved even through 
Better Farming Societies. Such societies have done 
splendid work in Denmark and some other European 
countries. In our country, however, the chances for the 
successful working of this type of co-operative organisa¬ 
tion are not very great. In India agricultural holdings 
are notoriously small, and peasants are extremely poor 
and heavily indebted. Uaier such conditions pirtial 
co-operation cannot succeed. This is well illustrated by 
the slow growth and comparative failure of co-operative 
credit movement in the country. Unless we extend co¬ 
operation to the main productive activity, it will not be 
possible to remedy the fundamental weaknesses of our agri¬ 
culture. Till then the cost of production will remain 
inordinately high and the realisation of the technical 
possibilities of increased production only a dream. 
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Co-opertive collective farming involves renunciation of 
ownership rights on the part of members. As there is 
a great attachment to land in the country, the organisa¬ 
tion of a society for collective owner-operatorship is not 
likely to find favour with the peasants in the areas which 
are already under private occupation. But in case of new 
lands which are being reclaimed under the various schemes 
of the Government, there is ample scope for it. In 
respect of new lands, the land may be divided into 
blocks of 500 acres or more, depending upon the nature 
of soil and irrigation facilities available. On each block, 
a reasonable number of families of refugees, landless 
labour or ex-servicemen may be settled. The work will 
be joint and all the property of the farm, including land, 
cattle, implements, etc., will be owned collectively. If 
it is found difficult to organise co-operative collectives 
in case of new lands, efforts may be made to form 
tenant co-operative society. The society will take land 
on lease from the Government to be allotted to members 
in economic sizes. The land will be cultivated by each 
settler individually. The society can chalk out a plap 
of cultivation to be followed by the members. It may 
offer other facilities like marketing, manure, use of 
machinery, insurance of crops and cattle, but itjshall be at 
the option of the members whether to take advantage of 
them or not. As in course of time members get trained 
in the principles of co-opertion and realise its benefits, 
they may be persuaded to adopt full-fledged joint cultiva¬ 
tion. 

Though not so easy, co-operative tenant farming 
society can be formed even in cultivated areas. In those 
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areas where land owners are absentee landlords or where 
they are not willing to take part in the cultivation of the 
land themselves, an attempt should be made to form a 
tenant farming society comprising the actual tillers. The 

owners of the land will be paid fair rents, and if considered 
necessary a portion of the net profits of the society may 
be given to them by way of inducement. The tenant- 
members will get the usual wages and also a share in the 
net profits in proportion to the wages received by them. 

As regards the peasants who are neither refugees, nor 
landless tillers but who are the owners of dwarf holdings, 
organisation of co-operative joint farming society will be 
most helpful. It will increase the size of holdings for 
purposes of cultivation and thereby render large-scale 
farming possible, without depriving the members of 
their right to ownership of their individual holdings. The 
principles of ownership and equal inheritance will be fully 
respected in this system of farming. But in the interests 
of farmers themselves, it will be necessary to give a new 
concept to ownership. When lands are pooled into joint 
farm managment, ownership will be dissociated from control 
over the use of the separate bits of land. Then “it will 
not imply permanent physical possession or an association 
with specific piece of land, nor will it imply freedom to 
let that piece of land to a tenant-at-will in return for rent.*.’ 
The owner will simply have the right to receive an income 
from the farm. He will also have the right to work for 
which he will be given wages. Thus the income from land 
will consist of two parts: work income and ownership 
dividend. A member who also works on the farm will get 
both ownership-dividend and work-income. 
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Under this system of joint farming, the principle of 
equal inheritance, for which there is great attachment, will 
be equally respected. The sons of the owner, instead of 
sharing particular bits of land, will share equally the owner¬ 
ship dividend due to their total holding. 

In this way we find that co-operative joint-farming 
offers a concrete and full solution for the fundamental 
problems of our agriculture. It provides for a re-organi¬ 
sation of our agricultural economy in the shape of an 
efficient system of production. And at the same time, it is 
also likely to go down with our peasant community as it 

makes adequate provision for the ownership and inheritance 
of land. 

VI 

Steps to be Taken 

It has been shown in the preceding sections that the 
ultimate solution of the fundamental problems of our 
agriculture lies in the development of co operative farming. 
Its adoption, for which there is a great scope and urgency 
in the country, will offer to us many benefits in the 
economic and diverse other spheres. We have cause for 
satisfaction in so far as the First Five Year Plan of India 
provides for the same though on a limited scale to start 
with. As the Planning Commission has put it, “It is 
important that small and middle farmers, in particular, 
should be encouraged and assisted to group themselves 
voluntarily into co-operative farming soc : eties.” In the 
fitness of things, the Plan has taken a wider view of the 
issue. Suggestions have thus been made for what has been 
called ‘co-operative village management,* the primary 
object of which is to ensure that land and other resources 
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are organised and developed from the stand-point of the 
village community as a whole. Hence, while ‘land manage¬ 
ment legislation was to enable a village community to 
manage its entire land as if it were a single farm, the actual 
cultivation could be in family holdings through small groups 
or through a combination of different methods.’ The 
proposed land reforms organisation is to undertake, among 
other things, a regular study of the experience of co¬ 
operative farming in different parts of the country. 

It will be agreed that there is nothing objectionable in 
the Plan so far as the above propositions are concerned. 
But we should not be led away to think that the establish¬ 
ment of co-operative farming in the country will be a 
quick affair. A number of difficulties will have to be faced 
in achieving the objective, particularly in the initial stages* 
The farmers in India, for eximple, are mostlv illiterate. 
Their love for independence and attachment to their 
particular bits of land are known to be very great. There 
is also to be found a good deal of social discord and faction 
in our villages. All these will create considerable difficulties 
in our way of establishing co-operative farming societies. 
And then there will be the difficulty of obtaining the 
requisite amount of managerial skill and technical knowledge 
in the country for the maintenance and successful working 
of these societies. The Community Development 
Programme includes a training programme for village level 
workers and project supervisors who will mobilise the 
enthusiasm and co-operation of the people. But this will 
touch merely the fringe of the problem. The difficulty 
will thus remain for some time to come. 

To meet these and other difficulties in order to 
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strengthen and promote the development of co-operative 
farming in the country, we will have to do a number of 
thmgs. First of all, it will be necessary to undertake 
schemes for the general and technical education of farmers, 
so that they may understand the problems connected with 
co-operative farming and be ultimately able to manage the 
societies themselves. Till that time at least we will have to 
provide efficient and trained personnel for giving expert 
advise and for the supervision and management of co-oper¬ 
ative farms. Great care is to be taken in the recruitment 
and training of the staff to be attached to co-operative 
farming societies. After the completion of the 
necessary training, which will be both theoretical and 
practical, the candidate will be attached to a society as its 
manager and expert. He will train the members, supervise 
the working of the society, and assist in its various activi¬ 
ties such as crop-planning, processing, marketing, cattle- 
breeding, organisation of subsidiary industries, etc. All 

this expense will have to be borne by the Government in 
nitial stages. 

Besides this, there will be the need to carry on 
well planned propaganda on a large-scale among the farmers, 
explaining to them the benefits of co-operative efforts in the 
field of farming. The propaganda can be carried on through 
a number of channels, like exhibitions, leaflets, cinema 
slides, radio talks, etc. But the most effective method to 
attract the attention of the farmers and induce them to 
adopt co-operative farming will be the successful establish¬ 
ment of demonstration co-operative farms. In that case 
the farmers will be able to see for themselves the great 
benefits of the new method of production. Surely this 
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will go a long way in influencing the farmers to change over 
to the new method. A small beginning may be said 
to have been made in the form of community projects. If 
these are implemented properly, surrounding areas will draw 
a good deal of inspiration from them. 

The above measures relating to education, propaganda 
and the establishment of demonstration farms will consider¬ 
ably help in the progress of co operative farming But these 
alone may not furnish enough incentive for voluntary co¬ 
operation. Some special inducements or advantages may 
have to be offered in order to encourage the farmers to try 
the new method. 

These may be : 

(i) Concessions in land revenue and other taxes. 

(ii) Provision of finance at a specially low rate of inter¬ 
est, even a State subsidy or loan free of interest. 

(m) Supply of tractors and other agricultural imple¬ 
ments at concessional rates. 

(iv) State aid if the crops fail on account of agricultural 
calamities. 

( v ) Preferential right of acquiring waste lands in a 
suitable area for growing fodder, pasturage, fruit 
and fuel. 

(vi) Preferential right to a suitable area of additional 
cultivated land that falls vacant. 

(vit) Special aid by the State for medical, sanitary and 
educational facilities, construction of roads, wells, 
etc. 

No movement can, however, achieve rapid success unless 
there is a comprehensive and definite plan and sincere 
efforts are made to execute it. Hence definite plans need 
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to be drawn up in each State for the organisation and 
development of co-operative farming societies. It will be 
helpful, if in each State a special Board for the develop¬ 
ment of co-operative farming, consisting of real agricul¬ 
tural experts, is created. It will be the function of the Board 
to undertake a practical survey and select suitable areas 
where co-operative farming societies can be established in 
the first instance. It will prepare plans for the organisation 
of such societies and suggest to them the steps necessary for 
overcoming the various obstacles that are likely to come in 
their way. Thus the Board will not only draw up a plan for 
the development of a society, but will also watch and 
supervise its progress. 

So the role of the Board in the progress of co-operative 
farming will be exceedingly important. Much of the 
success will thus depend upon how the Board is constituted 
and how it functions. Yet the importance of the full 
measure of co-operation of the people and of the deep 
interest by the State can in no case be minimised. Without 
this co-operative farming will not be able to make any 
progress in the country. 

The Planning Commission has left the issue at a point 
where some bold guidance is necessary. Thus it has 
merely expressed the desire that every State should have a 
programme for the consolidation of holdings and that it 
should fix a minimum below which sub-division will not be 
permitted. Surely this will not ta^e us very far. 



CHAPTER III 

AGRICULTURAL FINANCE 

Production requires finance; and in a country like 
India, where agriculture produces nearly 50% of the 
national income, agricultural finance must necessarily be a 
problem of major interest. But it is unfortunate that the 
subject has not received the share of attention that it 
deserves, and agricultural finance in India is, to say the least, 
still a neglected aspect of India’s agricultural problems. In 
this essay, an attempt has been made to critically examine 
the past and the present position of agricultural finance in 
India, evaluate its possibilities and put forward suggestions 
for its future improvement. 

I 

Rural Indebtedness—the starting point 

More than fifty years have passed since the depressing 
effects of rural indebtedness drew pointed attention to the 
need for organising the machinery of rural finance more 
effectively. The Central Banking Enquiry Committee 
commented very strongly on this issue as well as on the 
miserably low standard of living of agriculturists in British 
India. The total agrarian debt was believed to be some¬ 
where near Rs. 1200 crores, whereas the average annual 
income of a cultivator was estimated at only Rs. 42. It was 
recognised at that time that a large part of the rural 
debt was actually inherited from the previous generation. 
This was quite plausible because Hindu religious sentiments 
regard ancestral debts as a sacred obligation even when 
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such debts are legally invalid. It is believed in some quarters 
that there has been a substantial reduction in rural debts 
following World War II. Perhaps there is some truth in it. 
Yet the extent of such reduction must not be taken as of 
any considerable importance. Further, while it may be true 
that the debts of large and medium land-holders have been 
substantially reduced, there is nothing to believe that the 
same is true of small land-holders, tenants and labourers. 
The Bombay Provincial Co-operative Institute and Dr. 
Narainswamy Naidu of Madras also hold similar views. 

Id any case, the extent of rural indebtedness and its 

consquences drew pointed attention to the defective orga¬ 
nisation of agricultural credit in India. The burden of 
debts was, so to speak, eating away the very core of agri¬ 
culture. Transfer of holdings to non-agriculturists 
swelled the number of landless labourers. Practice of 
usury among money-lenders, extravagance of ryots on 
ceremonial occasions like marriage etc., and religious 
customs requiring large expenditure, sometimes beyond 
the means of a person, all combined, left very little freedom 
of action for the cultivators, and very often he was forced 
into debts without knowing the ultimate consequances. 
These prompted thinking men to ask for a solution of the 
problem of rural indebtedness in two directions. The first 
obvious necessity consisted in devising ways and means for 
liquidating the existing debt. Secondly, it was necessary 
to prevent any future tendency towards raising unproductive 
debts which unfortunately constituted the major part of 
the existing debt. 

The adjustment and liquidation of all debts is consi¬ 
dered as an essential preliminary to the organisation of 
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rural credit on a satisfactory basis. A committee appointed 
by the Government as early as 1945 proposed compulsory 
scaling down of debts and their redemption by transfer to 
land moragage banks, or to similar State-financed institutions. 
Dr. Naidu of Madras proposed that all debts, except those 
which can be disposed of with the aid of the Insolvency 
Law, should be compulsorily ascertained and liquidated 
by the issue of irredeemable bonds carrying a guaranteed 
interest of 3$% per annum. These are quite commendable 
proposals. But they are, on the whole, inopportune. War 
and poet-war inflation may be said to have reduced a*large 
part of the agriculturists debts and quite a considerable part 
of the rest really consists of current debts which represent 
the working capital of farmers. These cannot be liquidated 
without satisfactory alternative arrangements being made to 
supply the same. Further, out-right redemption of existing 
debts will perhaps run into hunderds of crores of rupees 
which neither the Government, nor any other agency can 
raise in the present position of the capital market. Issue 
of irredeemable bonds is not considered feasible because they 
will, after all, be marketable which means the capital market 
1 be strained beyond all proportions. Scaling down debts, 
except in emergencies like depression, is likely to destroy 

t • ^ is necessary in any sound 

credit system. Thus it would appear that the first necessity 

is that of building up a satisfactory institutional machinery 

or rural credit capable of adjusting existing debts as also 

of supplying normal credit needs of the ryot. 

II 

Financing Agriculture ~ its normal requirement* 

Agriculture, like industry, requires financial assistance both 
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during the stages of production and trade. During the 
production stage, finance is required for the purchase of 
tools, seeds, fertilisers and also for undertaking permanent 
improvements of land. During the commercial stage, finance 
is required for the movement and marketing of harvested 
crops 

Further, as in industries, finance required for agricultural 
purposes may be short, medium and long dated. For 
instance, loans needed for purchasing seeds and manures, 
or for harvesting crops, or for paying land revenue are 
generally short-dated. Such loans are incurred for 
meeting temporary shortage of funds and are easily paid 
off with the marketing of crops. But loans may have to be 
incurred for a longer period when large sums are needed 
for purchasing tools and implements, or for under-taking 
minor improvements of land. Such loans are usually 
medium dated, and the farmers must be given a moderate 
length of time to pay off his debts. Long-dated loans are 
usually incurred to undertake permanent improvements in 
land and must necessarily be of sizeable amount. Generally 
lands are mortgaged to secure these loans and provisions 
are made for repayments in easy annual instalments. In 
the marketing of crops, loans are usually short-dated and 
are advanced against harvested crops as securities. When 
the crops are finally disposed of, such loans are easily 
repaid. 

Though agricultural finance has some similarities with 
industrial finance, yet too much need not be made out of 
them ; for there are differences, and they are fundamental. 
“The difference,” as has been rightly put, “arises mainly 
from the inherent characteristics of agriculture which render 
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the problems of farm credit more complex and difficult than 
those of industrial finance.” These characteristics, briefly 
put, are three fold. Firstly, agricultural returns, parti¬ 
cularly in India, are notoriously uncertain. Farming in 
our country is practically a gamble in rain-fall, and what is 
worse, other forces of destruction like floods, cyclones and 
pests join together in making the return from land still more 
uncertain. Secondly, agriculture takes a long time to 
obtain the return and a farmer has to wait for a long period 
after ploughing the land before he can reap the harvest. 
This is true of agriculture in general, though in other parts 
of the world attempts are being made through scientific 
research to reduce the period of maturity of crops. Double 
cropping also seeks to reduce the time difference between 
ploughing the land and reaping the harvests. Thirdly, 
agriculture, particularly in our country, is quite unorga¬ 
nised. Holdings are small, scattered and uneconomic; 
cultivation is not based on co-operative principles, and as a 
result the advantages of superior technical organisation, 

which other industries enjoy, are absent in the case of 
agriculture. 

For all these reasons, agriculure has not been able to 
receive the financial help that it needs ; for loans can be 
advanced only when the industry is fairly organised and is 
in a position to offer acceptable securities. Farmers are 
not credit worthy; for the securities they offer are 
unacceptable for ordinary types of bank-advances. Returns 
from lands are uncertain, and as has been pointed out before, 
it takes a long time to reap the harvest even when cultiva¬ 
tion has begun. Normally, banks are unwilling to make 
hazardous advances against such uncertain returns, and 
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are even conventionally precluded from making 
advances against such doubtful securities. As the Statutory 
Report of the Reserve Bank of India rightly observes, “Apart 
from the special risks involved in agricultural finance, the 
main difficulty arises from the fact that in India the majority 
of the agricultural population consists of small peasants 
with whom agriculture is not so much a profession as a 
mode of living.” In other words, loans can be advanced 
only against securities in organised markets and not to 
individuals whose mode of living is basically precarious. 
No wonder, agriculture in India, throughout the last decades 
has failed to attract sufficient finance ; and for chronic want 
of resources, it has been constrained to lead a very pre¬ 
carious existence. 

Ill 

Sources of Farm Finance 

Such a condition needs proper remedies, and attempts 
must be made to improve and revitalise the conditions of 
agricultural finance in the country. But before the task is 
undertaken, and courses of action suggested for the future, 
it will be useful to have a brief discussion of the methods 
of agricultural finance prevalent in the past. 

The traditional source from where the farmers in India 
used to get their financial help was the village money-lender 
—a very elastic term which included all classes of people, 
big or small, who used to do money-lending business. 
Village money-lenders not only meant big and famous 
houses, more commonly known as ‘indigenous bankers’, big 
land-lords and talukdars, rich and well-to-do peasants, but 
also petty pawn-brokers, including even the roving Pathans, 
euphemistically called mobile banks. There was no 


58 


INDIAN AGBICULTUBB 


uniformity in the methods of their transactions. Ordinary 
money-lenders were rather informal and sometimes did not 
have even any proper accounts. The relationship between the 
village money-lender and the farmer-borrower was frankly 
and intimately personal. But the rich lenders and the 
famous houses of indigenous bankers were formal in their 
transactions ; they not only kept proper accounts, but also 
maintained offices and observed regular hours of work. 

In our own times, money-lenders have come in for a 
lot of criticism. They conjure up in our vision the picture 
of a Shylock who is always out to exact his pound of flesh. 
Indeed, on occasions their behaviour has been worse than 
a Shylock. The rate of interest charged by them has been 
fantastically high, and there are innumerable cases where 
farmers have been literally ruined because of the high inter* 
est charged for the loans given. Besides, money lenders are 
also known to have deliberately tampered with accounts, 
and thus mercilessly exploited the ignorance and illiteracy 
of the larmers. The Banking Enquiry Commission of 
193 1 records a case where a farmer borrowing Rs. 100/- 
had paid Rs. iooo/-as interest, and yet the debt was 
supposed to be still standing. 

This, indeed, is a "dark picture. But yet in fairness, 
the other side of it should also be stated with equal em¬ 
phasis. We have seen that farmers need financial help, 
and in the absence of any organised institution for giving 
. them this help, the money-lenders have filled up the gap, 
and have played an important role in extending financial 
help when agricultural badly needed it. That way, the 
services of the money-lenders have have been quite 
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inestimable, and villagers have found in the money-lenders 
not only a helping hand, but also their friend and guide. 

Perhaps this may sound an exaggerated statement of 
facts ; but a closer examination would show that this is 
not so. It should be remembered that financial loans, to be 
of any real service, should have the following characteris¬ 
tics. Firstly, loans should be clastic ; secondly, they 
should be prompt; and thirdly, they should be sufficient. 
A little explanation will make the importance of the 
characteristics clear. 

By elasticity of loans is meant that they should be made 
available in amount, large or small, as conditions demand. 
It is not that farmers require day-to-day finance for agri¬ 
cultural purposes. They require loans to buy seeds and 
manures before cultivation begins. Again, they require 
loans before the harvesting period when their income is 
lean. Further, the amount of loans needed are not the 
same throughout the year. Before the marketing of crops, 
loans needed are greater than in the early stages of culti¬ 
vation. In each period, farmers should be assured of a 
supply of funds that they might require. By promptness is 
meant that help given should be quick and ready. Help 
delayed is help lost, and in the case of farmers this is 
more so when they have no reserve to fall upon, and delayed 
financial help might mean for them an incalculable loss. 
Loans should also be sufficient for the purpose which is 
required to be met. If large expenditure has to be in¬ 
curred for tools and capital instruments, or for making 
improvements in land, then insufficient help is worse than 
nothing. Hence the need for sufficiency. 
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For giving ready and sufficient loans, village money¬ 
lenders have been an unique institution. Though a great 
part of their money has been lent for undesirable motives 
and for unproductive purposes, yet there is no denying the 
fact that an important part of money-lenders* activities 
has been canalised in the right direction, and money has 
flown into that sector of the rural economy where it has 
been most needed. 

The Money Lenders Act of 1940 and the Agricultural 
Debtors Act in various provinces have, within recent 
times, seriously contracted the money-lenders’ business. 
The licensing of the profession, various laws relating to 
audit and inspection have certainly gone a long way in 
removing the malpractices of the money-lenders ; but at 
the same time, by curtailing their activities, these laws 
have acted to the detriment of the interests of the farmers. 
Agriculturists do not get as much financial help as they 
used to, and the present task, therefore, centres round 
establishing alternative agencies which would be able to 
cater to the requirements of the peasants. 

As an alternative source for the supply of agricultural 
finance, development of village co-operative societies holds 
out excellent possibilities. But unfortunately, for various 
reasons, the progress in this line has not been as satis¬ 
factory as it should have been, nor as rapid as it was con¬ 
sidered desirable. According to the latest Bulletin of the 
Reserve Bank of India “farm credit by co-operative banks 
has touched only a fringe of our population, as the total 
membership of co-operative banks covers only i£ per cent 
of the rural population.” It is now exactly half a century, 
(for the first co-operative society was started in 1901) that 
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the co-operative movement was initiated in this country, 
and it is some what disappointing to reflect that after all 
these years, the movement has not to its credit anything 
better than this record. Obviously, the co-operative 
societies have failed to fill the gap in the methods of agri¬ 
cultural finance in India, and have in no way proved a subs¬ 
titute for the money-lenders. 

But apart from the fact that the growth of co-operative 
societies has not been commensurate with India’s total 
requirements, another regrettable feature is that even the 
existing societies are not functioning properly. In fact, 
“One third of the societies are in a moribund state, either 
because they are not functioning properly, or on the verge 
of liquidation. Thus they are classified as D or E societies.” 
If these societies are left out of account, then for all practi¬ 
cal purposes co-operative societies do not meet the require- ' 
ments of even one per cent of the rural population. 

Whatever may be the ideals of co-operative societies, 
in practice too many difficulties have been experienced to 
make them really popular and useful institutions. It has 
been mentioned before that farm loans, to be really useful, 
should be elastic, prompt and sufficient. Co-operative 
credit does not possess these characteristics ; at least there 
is no mechanism by which these qualities can be assured. 
In fact, in practice what has happened is that co-operative 
loans tave proved inelastic, insufficient and slow in exe¬ 
cution. The reasons are not far to seek. As has been 
pointed out before, financial requirements of farmers may 
be different at different times ; at times more money may 
be required, at times less. But there is no guarantee that 
co-operative societies will be in a position to supply 
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more finance when demand increases. In fact, co-operative 
societies have always pleaded helplessness when more money 
is needed, and have bitterly complained of monetary 
stringency and shortage of funds. On th-* other hand, when 
demand is slack, societies have been in possession of sur¬ 
plus funds which could not be put to productive uses. 
Further, because of moaetary stringency, co-operative 
credit has never been sufficient, and owing to certain offi¬ 
cial formalities, loans have also never been promptly given. 
It is not, therefore, surprising that co-opeiative credit has 
never been able to catch the imagination of the rural 

people, and evoke the amount of enthusiasm that was 
originally expected. 

In practice, a few more defects in the working of 
co-operative societies have been noticed. Co-operative 
ideals require a certain amount of education, understanding 
and integrity of character which are sadly lacking in the 
rural population. At present, the amount of outstanding 
loans are Rs. 2562 lakhs, and of these Rs. 418 lakhs are 
over-due. This indeed is deplorable, for co-operative 
societies can work only on the willing co-operation of the 
workers, and over-due loans, which should have been paid 
earlier, only hamper their normal activities. Again, in 
co-operarive societies, some of the fundamental rules have 
more frequently been violated rather than observed. For 
instance, on numerous occasions the societies are known 
to have given loans for unproductive purposes, though it 
is a basic principle of co-operative credit that loans should 
be given only for productive purposes. Further, dishonest 
practices such as tampering with accounts, issue of loans 
against fictitious names are also not uncommon. 
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Summing up, the broad position of the co-operative 
societies in India is that “existing resources and credit 
facilities of the co-operative institutions are no longer 
adequate to the growing and various needs of the farmers.” 
To be successful agencies for farm credit, co-operative 
societies must be imbibed with a new vigour, so that they 
may prove a really beneficient institution for the all-round 
development of Indian agriculture. But to achieve these 

objectives, a planned reform and re-organisation would be 
essential. 

Another method of agricultural finance, though not 
much known, is what is called government loans. “Govern¬ 
ment supplies finance to agriculturists through taccavi loans. 
The smallness of the amount advanced by it, when 
compared with the total finance required by agriculture, 
has been due to the fact that the loans under the Agricul¬ 
turists Loans Act have mostly been advanced to enable the 
agriculturist to tide over emergencies and have not been 
intended to supply his normal finance.” By its very 
nature, taccavi loan “is unsuitable to serve as the normal 
and regular source of farm credit”, for government help 
will be given only in cases of emergencies and not for 
meeting normil requirements. Besides, the government 
rules are so rigid, and the administrative machinery so 
slow to move, that for all practical purposes, benefit re¬ 
ceived on this account has been quite negligible. 

Lastly, there remains the consideration of commercial 
banks as a source of agricultural finance in India. By their 
very nature, commercial banks are precluded from making 
any long-term advance, or advance against landed securities. 
The only alternative left for commercial banks is to make 
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short-term advances against farm produce during seasonal 
movements and marketing of crops. As a matter of fact, 
commercial banks, by making short-term advances during 
seasonal movements and marketing of crops, have come 

to play an increasingly important role, in agricultural 
finance in India. 

But even then, it should be remembered that commer¬ 
cial banks have no direct connection with the farmers, and 
the help extended is only round-about in method. The 
real position is that it is the indigenous bankers who make 
initial advances, and when they are short of funds, they go 
to the commercial banks for further accommodation. To 
recognised indigenous bankers and brokers, accommodation 
is rarely refused, if proper securities are offered. In some 
cases, Ilundts of established indigenous bankers are 
accepted by commercial banks for re-discount, and thus 
funds are released for financing the movements of crops; 
Only in South India commercial banks are known to have 
direct connections with the farmers, and loans are given 
to them against their farm produce as securities. 

Any way, too much need not be made of the facilities 
given by the commercial banks for agricultural finance. 
There is a general feeling that banks could do more, but 
that they are unwilling to do what they could possibly do. 
The truth is that commercial banks could possibly play a 
little more active part in agricultural finance, but under 
existing conditions, they cannot extend their activities 
without incurring great risks. If commercial banks are 
to extend a more liberal help, then conditions should be 
created in which the banks might find themselves in a 
position to do so. For this purpose, it is, therefore. 
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essential that the market for Hundis should be organised 

and regulated, so that the banks may find it both safer and 
more profitable to make advances against those securities. 
Further, as in organised share markets, the brokers should 
e licensed, and illegal practices thoroughly prohibited. 
The use of standard weights and measures, construction 
of ware-houses, provisions for storage of crops, introduction 
of grading and standardisation of staples should be other 
essential measures which must be completed before the 
commercial banks can be expected to take a more active 
part in financing the movement and marketing of crops. 

IV 

The Reserve Bank and the Present Position 

With the establishment of the Reserve Bank of India, 
it was hoped that the agricultural finance would receive 
a new fillip, and adequate steps would be taken to reha¬ 
bilitate and improve the financial position of the farmers. 
A review of the working of the Reserve Bank during the 
past few years would, therefore, be useful. 

1 he Reserve Bank of India maintains an Agricultural 

Credit Department for the investigation and study of the 

various aspects of agricultural credit. The Department 
had recently undertaken a study of the position of the 
co-operative societies and has rendered useful service by 
bringing out a publication on the subject. 

But apart from such objective and factual studies, the 
actual service rendered by the Reserve Bank for improving 
the condition of agricultural finance has not been up to 

popular expectations. Under provisions of its own consti¬ 
tution, the Bank cannot make advances to farmers direct. 
It can give accommodation only through scheduled banks. 
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or provincial co-operative banks. Naturally, the amount of 
help given is limited, for the extent of accommodation 
given depends on the capacity of the scheduled and provin- 
cial co-operat.ve banks to borrow. The conditions under 
which Reserve Bank loans can be given to other banks are fair¬ 
ly stringent. The banks must have a minimum cash balance, 
sound bank practices and be able to offer approved secu¬ 
rities. Such stipulations are resented by the scheduled banks 
and the public as being too stringent to be of any practical 
use. The scheduled banks have pointed out that if their con¬ 
ditions were sound, then why would they have at all required 
any outside help ? But on the other hand, the Reserve Bank, 
with equal pointedness, has argued taat unless the position 
of banks were sound, how could any advance be made ? 
The dispute is obviously moving in a vicious circle - and in 
new reforms, which seem to be urgently called for, arrange¬ 
ments must be made to promote better understanding 
between the parties concerned. Furtner, the Reserve Bank 
is not entitled to give loans longer than 90 days, and is thus 
unable to finance lorg-term requirements of the farmers. 
The position, there!, re, is that the Reserve bank does not 
and possibly cannot finance the day-to-day requirements of 
the farmers, nor does it finance their long-term require¬ 
ments. It is practically pi lying the role of a glorified 
commercial batik, standing aloof from the market, and 
giving help only when occasion arises through the 
commercial and provincial co-operative banks, and that 
too under so many limiting conditions. No wonder that 
the Reserve Bank has come in for a lot of criticism for its 
having failed to reorganise agricultural credit. The Reserve 
Bank has not acred with imagination and has failed to 
arouse popular enthusiasm. 
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Summing up, it would appear that the agricultural cre¬ 
dit in India is in a state of mess, and is not functioning in 
an organised fashion. The farmers require short, medium, 
and long term loans for productive purposes, but the insti¬ 
tutions which meet these requirements are doing so only in 
a piece-meal fashion. The money-lenders still play the 
most important role as an agency for rural finance, even 
though the scope of their activities has been greatly cur¬ 
tailed by recent legislations. Co-operative societies are in a 
very moribund condition, and their activities do not touch 
even 1 % of the rural population. The commercial banks 
advance only short term finance through the limited 
number of indigenous bankers who are able to approach 
and maintain connections with commercial banks. The 
Reserve Bank, as we have seen, gives only limited help 

through the scheduled banks aDd provincial co-operative 
banks. 

Apart from the limited amount of finance which these 
institutions are able to supply, another grave defect is that 
the activities of these agencies are unco-ordinated and are, 
therefore, not all inter-related. In other words, the market 
for agriculural finance is entirely unorganised. There is no 
formal connection between the activities of the money¬ 
lenders and the co-operative societies. Again, both money¬ 
lenders and co-operative societies lie outside the pale of the 
organised money market which includes commercial banks 
and the Reserve Bank. This sharp division of the agricultural 
finance market—one urban and organised, and the other 
rural and unorganised -has created a schism which aggra¬ 
vates, rather than solves the problems of rural finance in 
India. What is really wanted is a net work of organisation 
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which will connect the rural agencies with the highest 
financial institution and thus bring agricultural finance 
within the fold of organised money market. 

V 

The Need for Reconstruction 

In this connection, it will be useful to have a brief 
review ot the methods of agricultural finance as prevalent 
in other countries. “The UK, US.A., Eire, Canada, 
Australia, New Zealand, South Africa, Egypt and Ceylon 
have central institutions for granting farm credit and these 
are either State-owned or State-controlled. They grant 
all types of loans, short-term, medium-term, and long-term. 
In America the Production Credit Corporation which has a 
capital of 120 million dollars has thoroughly solved the 
problem of giving short-term loans. The long term loans, 
extending even up to 20 years, are given by the Federal 
Land Bank. The initiative for solving difficulties of rural 
finance was taken up as early as in 1916 when the Farm 
Loan Act was passed. The Act was intended to “provide 
capital for agricultural production, to create a standard 
form of investment based upon farm mortgages and to 
lower and equalise rates of interest upon farm loans.” 

It is not that similar attempts have not been made in 
India. The history of Indian land mortgage banks is there to 
provide evidence of what could be done in one or two pro¬ 
vinces at least, if not in all provinces. In fact the experiment 
in Madras and Bombay in this respect proved quite success¬ 
ful in a large measure. Of these two provinces again, 
perhaps Madras achieved greater success and to-day it serves 
as a model foi other provinces and states in India. This could 
be possible only because State assistance was forthcoming 
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to ensure successful working. Nevertheless, on the whole, 
land mortgage banking did not progress outside the two 
provinces due largely to the absence of proper guidance and 
assistance. Perhaps a happy sign in this context is a recent 
move on the part of the Reserve Bank of India 
with its desire to purchase the debentures of mortgage banks 
and its readiness to make available such technical advice and 
assistance on the issue and redemption of debentures as may 
be required by the banks. 

In India, there is a feeling that the State should take 
initiative in solving the very urgent problem of rural finance. 
To be more precise, a State-owned institution like Agricul¬ 
tural Finance Corporation, on the model of Industrial 
Finance Corporation, might be set up to look into the 
needs of the farmers, and eventually to organise the various 
agencies which cater to their requirements. Actually a 
concrete proposal in this regard was made as early as 1945. 
The proposal was to have autonomous institutions in every 
State which might be called Agricultural Credit Corpora¬ 
tions. The State was to contribute half of their capital, 
and joint-stock banks, co-operative institutions, marketing 
organisations etc., the rest. Their functions would be (i) 
to establish agencies and branches all over their respective 
regions, and (ii) to supply all types of credit. Thus they 
would supply finance to co-operative societies where central 
financing agencies are absent, and also supply mortgage 
loans directly to individual agriculturists. Obviously, the 
activities of such corporations will have to be co-ordinated 
with those of co-operative and other institutions, and com¬ 
petition will have to be scrupulously avoided. In fact, 
short and medium-term credit based generally on personal 
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security or statutory first charge on crops can only be 
provided through co-operative societies. While institutions 
modelled as above would be welcome, the scope of rural 
banking should also be extended to make it possible for 
farmers to borrow for productive purposes. The State 

W' do well tQ start on its own initiative such banks in 
the rural areas. 

In this connection, it is important to mention that the 
Rural Banking Enquiry Commission, which submitted its 
report in I95^> failed to satisfy the public expectations on the 
issue of agricultural finance. According to the findings of 
the Commission, the primary object of extension of banking 
facilities in rural areas is to mobilise rural savings for anti¬ 
infiationary purpose, and not for solving the problem of 
agricultural finance. This is frankly disappointing, and the 
Commission further adds that the problem of rural finance 
is a long standing problem and hence requires time, efforts 
and long-term plans for a successful solution. These are 
certainly words of wisdom, but of very little consolation. 

To conclude this rather lengthy article, it would appear 
that two things should be done to solve the problem of 
rural finance. Firstly the various agencies of rural finance 
should be integrated, and secondly, the scope of their acti¬ 
vities should be greatly extended. For these two-fold 

purposes, it is essential to undertake the following 
steps:— 

(*) establish an Agricultural Finance Corpo 

ration. 

( 2 ) To extend the scope of the Reserve Bank of India 
for giving a more liberal help. 



AGRICULTURAL FINANCE 


71 


(3) To improve the moribund condition of the 
co-operative credit societies and to establish new 
ones. 

(4) To rehabilitate the position of indigenous bankers 
and money-lenders and bring them within the fold 
of organised money market. 

(5) To set up licensed ware-houses, offer storage- 
facilities, introduce uniform measures and 
weights to improve market facilities. This will 
enable commercial banks to extend liberal loans 
for financing movements and marketing of crops. 

(6) To make ware-house receipts negotiable so that 
they may be used as securities for bank accommo¬ 
dation. 

(7) To extend rural banking facilities not simply for 
anti-infiationary purpose, but also for improving 
agricultural finance. 

(8) To mobilise rural savings for solving the problem 
of rural finance, and not for diverting them for use 
in industries. 

It is essential that the welfare state in India should pay 
its attention in these directions and bring substantial 
improvements in the condition of Indian agricultural 
finance. The Five Year Plan has provided for a total sum 
of Rs. 100 crores per annum to be made available for the 
short-term requirements of the cultivators through the 
co-operative movement and loans from the Government. 
There is provision for medium term finance to the extent 
of Rs. 25 crores per annum, while for long term loans the 
amount earmarked is Rs. 5 crores. Despite its frank 

t 

admission that Agricultural production suffers considerably 
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for lack of adequate finance,’ the Plan, it would appear, has 
left much to be done to bridge the gap between practice 
and precept. The sums provided for are far too inadequate 
in view of the enormous needs to be satisfied. Let us hope 
that the eight-point suggestion outlined above will now 
receive due consideration at the hands of the Government. 



CHAPTER IV 

MULTI-PURPOSE RIVER PROJECTS 

Necessity of Regulating Water Supply 

Inadequate and uncertain supply of water is one of 
the most important causes responsible for the low produc¬ 
tivity of agriculture in India. The Indian peasant depends 
primarily on rainfall for the supply of water to his land. 
But rainfall in India is neither equally distributed over 
the different parts of the country, nor does it come regularly 
so as to ensure successful cultivation. The average rainfall 
over the country, as a whole, is about 45 
inches per annum ; but there are considerable variations 
in the amount received in different regions. On the one 
extreme is Chirrapunji in the Assam Hills which receives 
the highest amount of rainfall in the world (about 460 
inches annually) and on the other, there are parts of f 
the Rajasthan Union and the Punjab which hardly receive 
three to live inches of rainfall. In such areas of scanty 
rainfall, cultivation is almost impossible unless facilities 
for artificial irrigation are made available. 

The uncertain character of rainfall is, however, more 
harmful to agriculture than its unequal distribution. Not 
infrequently, the rains fail and cause extensive damage to 
crops and financial loss to cultivators. The recurring 
famines, so characteristic of the 19th century, have been the 
direct outcome of the failure of rains. Besides the danger 
that the rains may not come at all in a particular year, 
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there is also the risk that they may not arrive at the right 
moment. Sometimes rains come too early, sometimes 
/too late. Similarly, the amount of rainfall received ia 
different parts varies from year to year. It is very seldom 
in India that rains correspond to the requirements of 
agriculture, both in their timing and quantity. In case 
they come earlier than required, the peasant cannot take 
advantage of them, because by the time the ploughing 
season comes, the land becomes dry once again. On the 
other hand, if they are late, agricultural operations are 
delayed Again, too little rainfall prevents germination, 
while too much of it causes floods, destroys crops, and 
results in a huge loss of life and property. 

These uncertainties and abnormalities of rainfall have 
catastrophic consquences for a predominently agricultural 
country like India. The tragedy is that they, in India, 
are the general rule, rather than the exception, sj that 
the harm caused by them is a normal feature of Indian 
life. Every year one part of the country or the other has to 
suffer on account of the vagaries of Nature. If we want 
to avert this regular suffering, the horrible dependence of 
agriculture on the bounty of Nature must be avoided. 
The farmer must be supplied with adequate quantities 
of water and at times when he needs it. Then alone can 
he carry on the agricultural operations successfully, develop 
the land he cultivates and raise its productivity. All talk 
of agricultural development or progress, on which the future 
prosperity of the country depends, is meaningless so long 
as the country is dependent on rainfall for irrigating land. 
Artificial irrigation facilities must, therefore, be developed 
to ensure a regular supply of water for agriculture. 
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Just as there is the necessity of guarding ourselves 
against the miserliness of Nature, similarly we must pro¬ 
tect ourselves against its becoming too benign and bountiful. 
As has been pointed out above, whenever rainfall is excess- 
ive, it causes floods. The rivers that overflow in the 
rainy season are responsible for a great deal of devastation 
all over the areas through which they pass. Standing crops 
are washed away, villages and towns near the rivers are 
destroyed, hundreds of people are either drowned, or are 
swept away by the flooded rivers. The economic life of the 
flood-affected areas is completely upset. The State has to 
incur huge expenditure on flood relief measures ; land 
revenue is often remitted to alleviate the sufferings of the 
peasants, and thus the State revenues are considerably 
reduced. Since these floods occur almost every year in 
some part of India or the other, the country never recovers 
from their disastrous effects. The problem facing India, 
thus, is not merely one of supplying water to land for 
purposes of irrigation, but also that of so controlling and 
regulating the water in her rivers as to prevent it from doing 
harm to the people. 

Potentialities of Indian Rivers 

Indian agriculture suffers from the paucity of water. 
But it is so, not because there is any scarcity of water in 
India. The real cause is that the available water resources 
have not been harnessed to supply water to the water- 
thirsty fields. According to a very rough estimate, every 
year 1356 million acre feet of water flow out of the Indian 
rivers into the sea« At present, only 76 million acre feet, or 
5*6 per cent of this available water supply are being utilized 
for purposes of irrigation. The remaining 94 4 per cent. 
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not only do not contribute any thing to the country’s 
wealth, but, on the other hand, cause a great deal of 
misery to the people as they flow into the sea. If the 
entire available water resources, or even a major part of 
them, are properly harnessed, the country can provide irri¬ 
gation to the bulk of its land, and thus increase agricultural 
productivity to a very large extent. 

The Indian rivers are not merely capable of irrigating land, 
they can also yield various other advantages. No concerted 
efforts have yet been made to explore the potentialities of 
India s large number of rivers. According to the estimates 
available at the moment, the water in the Indian rivers 
can be used to generate 33 to 40 million kilowatts of electric 
energy. The power potential of India’s resources is 
second only to that of the U.S.S.R. If all the available 
resources are fully tapped, the country can generate suffi¬ 
cient electricity for domestic and production purposes. 
Besides, if properly developed, some of the rivers can be 
used for purposes of navigation. In addition to these 
direct benefits, the country will also gain not inconsiderably 

from the elimination of floods, rendered possible through 

the control of rivers. 

Present Utilization of Water Resoorce. 

Though irrigation by means of canals was cot unknown 
in India in the past, consistent efforts for canal development 
began to be made only under the British rule towards the 
end of the 19th century. The Famine Enquiry Com¬ 
missions, one after the other, emphasised the need for the 
development of canal irrigation for the purpose of averting 
famines in the country. The Government undertook canal 
construction to provj- adequate water for agricultural 
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production. Considerable extension in the area under irri¬ 
gation took place during the British rule in India. The irri¬ 
gation canals in the Punjab and Sind transformed the charac* 
ter of agriculture in these two provinces. They soon be¬ 
came the granaries of India. Yet, the tempo of canal 
development was not so high as it should have been in 
view of the importance of irrigation for the country’s 
prosperity. The total irrigated area in the undivided India 
amounted to 707 million acres in 1945—46, which was 
only 24 5 per cent of the net area sown. Of this, only 32 
million acres, or nearly 45*5 per cent of the total irrigated 
area, were accounted for by canals, the rest being irrigated 
by wells, tanks and other sources. Inspite of their inade¬ 
quacy, the canals did make valuable contribution to India’s 
wealth. They reduced, to some extent, the country’s 
dependence on rainfall and thus made agriculture more 
productive in areas served by them 

The partitioning of the country in 1947 affected us 
adversely in the field of irrigation. As a result of it, India 
has been left with only 48 million acres of irrigated area, 
reducing the percentage of the irrigated area to the net 
area sown to 19. Bulk of this area is irrigated by means 
other than canals. The latter irrigate hardly 18 5 million 
acres as against 15 and 8 million acres by wells and tanks 
respectively. The rest of the area is irrigated through 
various other means. Thus it is abundantly clear that, at 
present, canals make a very small contribution to India’s 
total irrigated area. Our vast river resources remain un¬ 
exploited. 

Besides for the purpose of irrigation, our rivers have 
been used for the generation of electricity. But in this case. 
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too, not even a small fraction of the total available resources 
has been put to use. As against the total known water 
power potential of 30 to 40 million kilowatts, just half a 
million kilowatts of hydro-electric power are being gene¬ 
rated. The per capita consumption of electric energy is 
extremely low, nearly iro killowatt hours. There is thus 

an immense scope for the development of power resources 
in the country. 


Idea of Multi-Purpose Projects 


From the above review, it is quite obvious that there 
is a great necessity and scope for exploiting the country’s 
water resources for providing irrigation facilities to agri¬ 
culture and for generating electric energy. Further, the 
rivers must be controlled so thit the recurrence of floods is 


avoided and the country is protected from their ravages. 

Hitherto, in India, emphasis has been laid mainly on 
the utilization of river-water for purposes of irrigation and 


power production, and these two objects have been sought 
to be achieved separately. We have either the irrigation 
projects, or the hydro-electricity projects alone. Seldom 
does a project combine these two objects. As for the 
control of rivers to prevent devastation through floods, 
little effort was made in the past. It is only after the 
highly damaging floods in the river Damodar in the year 
1943 that the problem of flood control began to receive 
attention. Since then certain schemes have been 
prepared and some of them have actually been put into 
execution which combine in themselves the dual object 
of utilization of river waters and the control of floods. 

These schemes have been given the name of Multi- 
Purpose Projects, as they are designed ,0 achieve more 
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than one object. It is proposed, through the implemen¬ 
tation of these schemes, to generate electricity, to irrigate 
land, and to control floods. Some of them aim at the 
development of navigation facilities also. When these 
schemes are fully executed, it is expected that not only 
will the Indian rivers cease to be harmful, they will 
actually contribute enormously to the economic develop¬ 
ment of India. 

The T.V. A. 

The interest in the multi-purpose river projects was 
stimulated by the T.V A.—Tennesse Valley Authority — 
experiment in the U.S.A. The river Tennesse often used 
to cause great disaster to the people living in its valley, 
and cohsequently the entire valley was almost unpopulated 
and nothing was produced there. The Government of the 
U.S.A. decided to control this river and develop the 
Tennesse Valley. For this purpose, an authority known 
by the name of Tennesse Valley Authority was created to 
which the entire task of prevention of floods and utilisation 
of the water of the river for productive purposes was en¬ 
trusted. The T. V. A., working under Dr. Arthur E. 
Morgan and later under Mr. David E. Lilienthal, achieved 
marvellous results. Through extensive works of river 
training and the construction of large dams, the floods have 
been prevented. The water of the river has been harnessed 
for irrigating land in the Tennessee Valley and for gene¬ 
rating electricity on which the industrialisation of the 
region has been based. The Tennesse Valley, which at 
one time was one of the most deserted and uninhabited 
areas of the U. S A., is now quite populous and produces 
a large wealth of agticultural and industrial commodities. 
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The Projects in India 

India, faced with problems similar to those faced 
by the U.S.A. at one time, was naturally attracted by the 

T. V.A. experiment. After the floods of 1943 i n the river 
Damodar, it was decided to follow the example of the 

U. S.A. Accordingly, there has been set up the Damodar 

Valley Corporation on the lines of the T.V.A. to control 

the river Damodar and to develop the area through which 
it passes. N 

The Damodar project is not a solitary case. Many 
other rivers, like, for example, Kosi, are in spate almost 
every year and cause huge destruction. Schemes have been 
prepared to control and utilize them in the same way as in 
the case of the Damodar. At present there are 257 river 
projects of all kinds which are at different stages of plann¬ 
ing and execution in the hands of the Central and State 
Governments. All of them, however, are not multi-purpose. 
Some are designed to fulfil only one of the various purposes 
given above; but most of them aim at the achievement 

o more tban one ob > ect - On the basis of sanctioned 
estimates, the projects which are now at different stages of 

execution, are likely to cost Rs. 765 crores in all. Of this 
Rs. 153 crores are known to have been spent upto the end 
of March 1951. On completion these will irrigate an addi¬ 
tional area of 16*9 million acres and generate about 146 

million kilowatts of power. 

The Plan and Expected Results 

of i^' VC Year Pla “ h3S Pr ° Vided f ° r 3 t0tal ex P en diture 

b en r n the riVer valle ? projects which have 

been commenced and are under execute. In addition 

Rs. 40 crores will be spent on new schemes considered to 
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be essential for development of particular areas. The total 
expenditure on the new schemes will amount to well over 
Rs. 200 crores. Since work on these schemes is yet to 
start, the amount sanctioned for expenditure during the 
period of the Plan has been fixed at Rs. 40 crores. The 
projects already under execution are expected to bring under 
irrigation an additional area of 8*5 million acres by the end 
I 955 “ 5 ^* Besides they will also generate, according to 
official estimates, about ro8 million kilowatts of power by 
the same date. The following is a tabular representation 
showing the annual expenditure and the likely benefits from 
these projects year by year. 


Year 

Expenditure 

Additional irriga¬ 

Additional Power 

(Rs. crores) 

tion (acres) 

vKw.) 

1951-52 

85 

646,000 

58,000 

* 52-53 

121 

1,890.000 

239,000 

’ 53-54 

127 

3 > 555 > 000 

724,000 

* 54-55 

107 

5,749,000 

875,000 

*55-56 

78 

8,533,000 

1,082,000 

Ultimate 


16,942,000 

1,465,000 


The new schemes incorporated in the Plan are the Kosi 
(Bihar and Nepal), Koyna (Bombay), Krishna (Madras and 
Hyderabad), Chambal (M.B, and Rajasthan) and the Rihand 

(U.P.) 

Though it is not possible to describe here all the pro¬ 
jects in hand, a brief review of some of the riiajor ones may, 


however, be given. 

The Damodar Valley Project 

This project covers parts of the two States of Bihar and 
West Bengal. Its total cost is estimated now at about 
Rs. $0 crores. ‘The project, in brief, is to control the 
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Damodar by impounding its flood waters in a series of re¬ 
servoirs through damming the main river and its tribu¬ 
taries, so as to prevent floods in the lower valley and 
gradually to release the water from the reservoirs for pro¬ 
ducing hydro-electric power, irrigating over one million 
acres of land and facilitating navigation to and from Calcutta.* 
In concrete terms, when fully completed the project is 
expected to irrigate i million acres of land, yield 370,000 
tons of additional food grains, and 300,000 kilowatts of 
additional power. 

The execution of Damodar Valley Project has been 
entrusted to an autonomous corporation, called the 
Damodar Valley Corporation which was constituted under 
the Damodar Valley Corporation Act of 1948. The Govern¬ 
ment of Bihar and West Bengal as well as the Government 
of India are represented on the Corporation. 

The project is financed jointly by the Central and the 
two State Governments. On account of the shortage of 
funds, the World Bank was approached for loan on two occa¬ 
sions. In April, 1950 a loan of 18*5 million dollars was 
made for a steam power plant at Bokaro, a transmission 
system and a storage dam at Konar. In January this year 
(1953) the Bank granted a further loan of 19*5 million 
dollars to be used for a second group of projects within 
♦he programme. 

The Bhakra and Nangal Projects 

These projects will benefit the States of the Punjab, 
PEPSU and Bikaner. It is proposed to construct a weir 
at Nangal and a large dam across the river Sutlej at Bhakra 
to use the water for providing irrigation and generating 
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power. Electricity from Nangal was promised by the middle 
of 1953 but the date has been postponed by about a year. 
The estimated cost of the projects approved and sanctioned 
by the Planning Commission is Rs. 140 crores. On comple¬ 
tion these will result in an increase of about 4 million acres 
of land under irrigation, 8 lakh tons of food grains and more 
than 160,000 kilowatts of hydro-electricity. Besides, a huge 
increase in the production of long-staple cotton, so badly 
needed by the cotton textile industry, is also expected. 

In 1951, a Board, called the Bhakra Control Board, was 
set up composing the representatives of the three State 
Governments and the Central Government. Its primary task 
was to supervise the work on the project which is urgently 
eailed for on account of the very slow progress of the 
scheme in its earlier stages. 

The Hirakud Dam Project 

This project is one of the three schemes for the develop¬ 
ment of the Mahanadi Valley. The other two are the 
Tikarpara Dam Project and the Naraj Dam Project. It is 
estimated that the waters of Mahanadi, if fully utilised, can 
irrigate 20 million acres of land (if that much land is available) 
and generate 4 million kilowatts of electricity (which is thrice 
the total power developed at the 26 dams of the T.V.A). 
In addition to this, it can provide navigable waterway with a 
minimum draught of 9 to 10 feet, extending 380 miles from 
the border of Madhya Pradesh to the sea. The Hirakud 
Project is being executed directly by the Central Government 
and is estimated to cost Rs. 92*08 crores. 

The project, it is reported, will be ready by the middle 
of 1955 to supply 24,000 K. W. of electricity, which will be 
stepped up to a firm capacity 85,000 K. W. and still further 
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as demand increases. By 1954"55 it »* expected to provide 
irrigation to i ) 34 7>c°° acres of land. Besides providing 
protective irrigation to the existing irrigated areas in the 
delta during the critical periods of short supply, it will also 
enable perennial irrigation to be extended to other large 
areas in the delta. The net increase in food production is 

expected to be 340,000 tons. 

Besides the above mentioned three biggest multi-purpose 
projects, reference might be made of a few others. Below 
are given the names of other major projects with their 
expected costs and the areas that will be benefited by each 

one of them. 

Name of the Estimated Cost Areas to be Benefited 


Project 

(Rs. crores) 


Kosi 

66 

Bihar and Nepal 

Koyna 

33 

Bombay 

Krishna 

N.A.. 

Madras and Hyderabad 

Chambal 

33 

Madhya Bharat and 
Rajasthan 

Riband 

35 

Uttar Pradesh 

Mor 

I 5'5 

West Bengal 

Tunga Bhadra 

7° 

Madras and Hyderabad 

Kakarpara 

12 

f Bombay 

12*63 

■{ Madhya Bharat 

L (electricity) 

Mach Kurd 

17 

Madras and Orissa 

Harike 

18*8 

Punjab 

Sarda Power House i V 2 i 

U. P. 

Lakkarvalli 

18 

Mysore 


Indian Economy after their completion 

With the completion of all the projects, it may well be 
expected that the character of the Indian economy will be 
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remarkably changed. Many hurdles in the way of the 
country’s economic development will be eliminated. By 
providing canal and lift irrigation to vast tracts of land all 
over the country, they will rid the Indian agriculture of 
the curse of Nature. The regular and adequate supply of 
water will certainly increase the productivity of land and 

thus break the hard crust of poverty of the Indian agri¬ 
culture. The bringing of new areas under cultivation, and 
the provision of irrigation to the old ones will considerably 
help the mechanization of agriculture. The net result wi 
be self-sufficiency in food and other agricultural raw-mate- 
rials for which India depends at present on foreign 
countries. The agricultural economy, which is a deficit 
economy at present, may fairly be expected to become, if 
not surplus, at least self-sufficient. 

The change in the character of the agricultural economy 
cannot but affect the trade and industry of the country. 
With self-sufficiency in food and important agricultural raw 
materials, their importance in the import trade will decline 
and thus the present tendency of our balance of payments 
to be unfavourable will be checked. 

Again, the pace of industrial development can also be 
■expected to be quickened by the availability of abundant 
and cheap power and sufficient raw-materials. The elec¬ 
trification of the country can be relied upon to help in 
bringing about a more balanced and equitable distribution 
of industries. It will check the tendency towards centrali¬ 
zation of productive enterprises in a few places which, 
in no small measure, was due to the advantages such 
places had in the availability of cheap motive power. The 
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supply of power at a low price all over the country will 

make it possible to bring about a more decentralised pattern 

of industrial organisation capable of absorbing the huge 

mass of people in the rural areas who are at present a 

burden on the limited land resources. This will yield very 

important benefits. By removing under-employment, so 

C aractenst,c of our rural economy, and by increasing the 

productivity of agriculture (through a reduction in the 

ur en on land), it will lead to greater prosperity of the 

people as a whole. The standard of living will thus appre¬ 
ciably rise. 1y 

Besides leading to greater agricultural and industrial 
output, the completion of the multi-purpose projects will 

be a consider- 

able expansion of secondary and tertiary occupations, like 
manufacture, trade, transport, banking, etc. The occu¬ 
pational structure will become more broad-based and 
alanced. The State revenues will surely increase by this 
ground improvement. It will then become possible for 

e State to provide social services, like health, education 
etc. on a more extensive scale. 

to Janl PlaDning Commission bas drawn pointed attention 

«o many irrigate and power projects besides those inclu¬ 
ded m the Plan. These have been or are being taken up 

be abomRs a T’ ““ aggre8a ‘ e C ° St ° f Which is “Mated to 
yea s il rh 2,0 °° Cr0reS ' ° n their completion in . 5 to ao 
l ra l '” k :. hC lrnga ' ed area is expected to be doubled and 
7 million kilowatts of electricity are likely to be derated 
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Financing of Projects 

The projects under execution may be divided into 
three categories, depending on their financing either by the 
Central or State Governments, viz., (1) projects financed 
wholly from loans advanced by the Union Government, (H) 
those financed by the State Governments and (its) those 
financed by State Governments with the help of Central 
loans. Betterment levies, higher water-rates and agricultural 
income tax, if not already introduced, have been recom¬ 
mended by the Plan as the most effective sources of finance 
which State Governments may tap. Some of the States 
have also accepted the proposal to create a non-lapsable 
irrigation and power development ‘ways and means* fund. 
The economic and financial implications of a number of 
projects in regard to the various groups of connected 
works involved in them are yet to be investigated into, and 
the Plan has made provisions for such modification of scope 
of the projects or of portions of projects which might be 
considered necessary. 

Progress and Bottlenecks 

In so far as the future prosperity of India is greatly 
dependent on the successful completion of river valley 
projects, it is of utmost importance that these projects 
should be executed within the shortest possible time. 
Further, “when a development project is spread over a long 
period, there is heavy accumulation of interest on the invest¬ 
ed capital before the scheme becomes productive of wealth 
and revenue. Tihs swells the total cost and to that extent 
strains the financial resources of the country.** Unfortu¬ 
nately, the progress so far has been rather slow. Inspite 
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of their great enthusiasm, the Government have not found 
it possible to go ahead with the execution of these projects 
at full speed. There are many reasons which explain 
the inability of the Government to achieve their 
desired objective. Two such causes, which have 
become very conspicuous, are the non-availability of suffi¬ 
cient funds and the lack of technical personnel. Due to 
the continuous financial difficulties of the Government, 
work in several projects has had to be be suspended, and in 
others slowed down, with the result that targets laid down 
for achievements have had to be frequently revised. At the 
top of all, the estimated costs of major projects have had 
several upward revisions which caused further delay in 
their adjustment in the over-all set up. Similarly, the dearth 
of qualified and experienced technicians has also prevented 

the work on the river projects proceeding according to 
schedule. 

Besides these two hurdles in the way of development, 
certain other difficulties have also been experienced. For 
example, the materials such as steel and cement and the ne¬ 
cessary machinery are not available in the quantities required, 
The domestic production is not sufficient to meet the entire 
demand. The balance of payments difficulties and inter¬ 
national factors have made imports of essential materials 
ifficult. Further, in the case of the Damodar Valley Project, 
there was a protracted wrangling over the D V Cs 
autonomy As a reporter has put it, ‘in the heat of contro¬ 
versy speed evaporated.’ For the first 30 months the Cor¬ 
poration had no Chief Engineer. Again in many cases, 
not enough attention was paid to detailed planning. The 
Government machinery responsible for execution was not 
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properly conceived. The effect on progress of the many 
authorities involved in the Bhakra scheme may be cited as 
an example of the case in point. “There are two financial 
checks on every proposal—Central and State and even 
when the two authorities jointly pass a proposal at 
meetings of the Bhakra Central Board, they must a^aio 
separately agree to them. In addition, there are four 
executive authorities, with varying powers, whose concurr¬ 
ence must be received before engineers can set to work 
on any aspect of the project.” Then, in the case of the 
Hirakud Dam project, a lack of faith and absence of 
ministerial support in respect of the project’s technical 
feasibility and economic utility were responsible for a 
great deal of slackness in its execution. More than half 
a dozen committees were appointed on the affairs of 
Hirakud since 1948 and yet the position is said to be in a 
state of flux. In the context of such bottle-necks, it is not 
surprising that the pace of work on our development 
projects should have been so slow. 

The Government Policy 

The small progress made hitherto in the execution of 
the river projects raises certain important questions. It has 
been observed that the work on the projects has been held 
up due to certain difficulties and mistakes on the part of 

authorities concerned. But it may well be asked, whether 

these could not be avoided ? At least some of them could 
be. And as a matter of fact, some of the difficulties were 
already present before the work started. But the Govern¬ 
ment, in their extraordinary enthusiasm for planning, 
merely over-looked them. It required no stretch of 
imagination to know that, if all, or even some major projects 
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were to be implemented together, the capital expenditure 
required would be too large to be met out of the country s 
present resources. 

Again while planning the river valley projects, the Gov¬ 
ernment ought not to have forgotten that their execution 
would have to be under-taken simultaneously with other 
programmes of development in the fields of industry, agri¬ 
culture and transport. And the total volume of savings in 
the country was not sufficiently large to make available all 
the requisite funds for development. In view of the limited 
resources of the country, an order of priorities should have 
been laid down and only the most important projects 
should have been selected for actual execution. The failure 
to do so has been responsible for the existing state of affairs. 
Work has had to be held up because the Government tried 
to bite more than it could chew. 

Inflation is said to be another cause necessitating and 

justifying a reduction of Government expenditure on river 

projects. But it is forgotten that inflation itself is, 

to some extent, the direct outcome of the Government’s 

failure to confine itself within its means. The indiscriminate 

expenditures on various schemes, without paying regard to 

their relative urgency, have been very largely responsible 

for the ghastly specter of inflation. It could have been 

avoided, had the Government been a little more realistic in 
planning. 

The Governs. . planning has been defective in other 
way? too. For • ’.ample, it did not take into account the 
costs of the p rojects. The money expenditure does not 
give us 4 correct idea of the real costs involved. These 
must be measured in terms of the materials and labour 
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necessary to complete the projects, and the advantages the 
country shall have to forego owing to their use for me 
construction of river projects, rather than for other pur¬ 
poses. Materials, like steel and cement of which the 
production in India is not very large, shall have to be 
diverted from other useful employments in order to be 
used on the river valley projects. This is bound to check 
the progress of development in other fields. The dis¬ 
advantage from this source has got to be set against the 
advantage from the development of river projects. In 
order to maximise the gain to the country, a programme 
of balanced development in various directions should have 
been prepared and concentration on one particular aspect 
avoided. The development of the economy as a whole, 
and not merely of certain parts of it, is to be our goal. But 
the Government planning seems to have over-looked this 

necessity at least in the beginning. 


Besides these defects in planning, certain other short¬ 
comings of the Government policy have also come to light. 
There is, for instance, no proper co-ordination between the 
Central and the State Governments, and conflicts 
between the two are not uncommon. Sometime back a 
great difference arose between the Government of India 
and the Punjab Government over the issue of centre 
of the Bhakra Dam Project. Differences in matters ot 
finance are very conspicuous. The State Governments have 
not been happy over the cuts in grants and bans t them 

made by the Central Government in view of the financ.a 
stringency. The lack of co-ordination between different 
Governments has also resulted in a competition for securing 
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the services of technical experts and the allocation of 
necessary materials. 

Yet again, the Government policy has been inconsistent. 
This inconsistency has been largely due to the over-looking 
of the many difficulties and limitations by the Government 
in its enthusiasm for rapid development. As a result the 
speed of work on the different projects has often been 
changed, and in some cases even suddenly. Such sudden 
stoppages or slowing down of work have produced very 
harmful effects. They have shaken the confidence of the 
public in the executive ability of the Government. And 

they have also led to a lot of waste and a great increase in 
costs. 

Planning Commission on Policy and Administration 

That the planning of river valley projects did not 
receive careful handling in the past is very well borne out 
by certain observations of the Planning Commission. “It 
would not be correct to say of all projects included in the 
Plan, the Report points out, ‘that works were started after 

detailed technical investigation and careful assessment of 

the economic aspects.* Hence a note of warning is to be 
found in another paragraph. “It is necessary to ensure 
that no large project is undertaken without the State 
Government concerned satisfying itself that investigations 
on the project are sufficiently detailed, that the financial 
forecast is accurate and that funds are available for the 
execution of the project according to the most economical 
programme. Only in this manner can we avoid the situa¬ 
tion that has arisen in the last few years under which a 
number of protects have been simultaneously taken up in 
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different States without careful project reports and financial 
and other estimates, or an assessment of their aggregate 
effects on the over-all economy of the country.” 

On the question of priority, the Plan has laid down 
three broad principles, viz., (i) Projects which are expected 
to yield additional food grains at an early date should be 
given preference over others. (2) The big multi-purpose 
projects should be so phased with as to ensure an early 
completion of their irrigation aspects. (3) Power generation 
should be carefully regulated and taken up in stages as the 
demand arises. On the whole, these are quite plausible 
criteria in fixing priority for the execution of projects. But 
obviously these are not enough. Though suggestions have 
also been made with a view to secure public co-operation, 
much will necessarily depend on how details are worked 
out by the executive personnel both at the top and at the 
lower rung. Too many authorities and too much ot red- 
tapism are long-standing charges against the Government 
administration in the country. Smoothness of adminis¬ 
tration, it must be remembered, holds the key to speedy, 
and hence economical results. 

The Planning Commission has, however, done well in 
emphasising the need for plans for a longer period than five 
years so far as irrigation and power projects are concerned. 
Two to three years are required for investigation of the 
larger projects, and their execution is likely to take five to 
ten years. Suggestions have therefore been made with a view 
to evolve a fifteen year plan which will, on the one hand, 
utilise continuously “the technical resources, equipment 
and organisation built up by States * and, on the other 
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ensure investigation and execution to proceed on lines care¬ 
fully arranged. 

Major and Minor Projects 

A word might be said here about the relative place to 
be assigned to major and minor projects in the development 
of country s economy. Often controversy is raised over 
this issue. Some lay more emphasis on major schemes, 
while others on minor projects. But as a matter of fact 
there can be no conflict between major and minor schemes. 
There are some places which offer scope for large projects, 
and there are others where only smaller projects are possi¬ 
ble. Each area should naturally be served by the kind of 
schemes for which it has facilities. Major and minor 
schemes are, therefore, complementary and not competitive. 

Very often the relative merits and demerits of major 
and minor schemes are not fully appreciated on account of 

which some confusion arises as regards their relative suit- 

a llity under particular circumscances. At least four dis¬ 
tinct advantages are easily discernable in the case of minor 
schemes. The initial outlay involved in them is compara- 
tive y very small. They can be quickly executed and 

muchd Ca ffi y T ^ reSUltl ‘ A S ain ’^y do not create 
much difficulty regarding technical personnel and equip- 

H='7‘ ~ i-srs 

in that thcy 0 a^re'gcneraHy "mu h °' advanta S eouS 

possible the utilisation of the surpluT' “ “T ^ 

surplus water of our nvers 
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which flows waste at the present. They also bring more 
permanent benefits and give better protection in years of 
scarcity as there are large catchment areas. But then they 
generally take long time for execution and involve very 
heavy expenditure. They also require special assistance 
by way of foreign personnel and equipment. 

Now when we look around us, we find that there is a 
great shortage of funds, technical personnel, equipment and 
certain other essential materials. And further, situated as we 
are, we urgently need an increase in production of food 
grains and raw materials as quickly as possible. There is 
also the great necessity of utilising our local resources so as 
to increase employment in the country. Considering all 
these, there should remain no doubt about the relative place 
to be assigned to major and minor schemes. For the next 
few years, we will do well to lay more emphasis on short¬ 
term or minor projects. This will bring immediate returns 
in the shape of increased food production and thus will save 
valuable foreign exchange for import of capital goods not 
available in the country. This will also help us to solve 
unemployment problem to a great extent. 

Suggestions 

In the foregoing pages we have discussed the role of 
river valley projects in stepping up the national economy 
to a higher and balanced level. Reference has also been 
made to the various defects in approach, planning and 
execution on account of which the progress so far has been 
unduly slow. Now in the end, a few suggestions or lines 
of action might be outlined for tackling the major obstacles 

in the way. 
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In the first place, there is the need for a national policy 
for the development of irrigation and power formulated in 
the interests of the country as a whole. This is necessary, 
as has been emphasised in the First Five Year Plan, be¬ 
cause of several reasons. Firstly, the facilities for irri¬ 
gation and power are not equitably distributed throughout 
the country. As such where ever they do exist, they 
should be developed in the general interests of the com¬ 
munity. Secondly, the river valleys are not confined to 
particular State boundaries. Naturally therefore, for 
achieving maximum results, there is the need to integrate 
the development schemes of different States. Thirdly, these 
schemes present difficult engineering and other technical 
problems which necessitate a pooling of the best knowledge 
and resources available in India and outside. Fourthly, 
large sums ot money are required which in many cases are 
beyond the resources of the individual States. Central 
assistance and planning are, therefore, needed for imple¬ 
mentation of big projects. 

Another fruitful line of action would be to undertake a 
thorough and searching scrutiny of ©ur existing schemes. 
This is necessary to eliminate all wasteful expenditure, to 
tone up Government machinery and thereby to inspire 
public confidence. At the present there is great deal of 
distrust of Government machinery. It is said to be ineffi¬ 
cient and corrupt. Some time back the Economy Committee 
of the Parliament published very amazing and disquieting 
facts about rank mismanagement and irresponsibility with 
w. ic some of our multi-purpose projects are associated. 

rtam y with jii this, we cannot make any great progress. 

ere is therefore, the need to root out corruption, to 
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make the machinery efficient and honest. The river valley 
schemes are good ; they are of very great significance. But 
we must ensure that they are honestly executed. 


The lack of adequate finance is undoubtedly one of the 
major impediments to be removed. This is a difficulty that 
has to be faced in every sphere of our economic life. To 
some extent, this difficulty can be overcome through foreign 
loans which, besides making the funds available, help in 
getting the much needed technical personnel and capital 
requirements. And it is easier to raise loans from certain 
international agencies for specific and technical schemes 
than for general purposes. We have been able to get so 
far about 38 million dollars from the World Bank. 


Yet we cannot depend to a large extent upon foreign 

capital. Besides the difficulty of availability, it will not be 

ultimately desirable to rely too much on foreign aid. The 
bulk of the required capital shall have to be found from 
our own resources. We must, therefore, mobilise all available 
internal resources. For this purpose, loans attached to 
specific projects may be raised. Such loans have an advan¬ 
tage over general loans in as much as they create enthusi¬ 
asm among the local people who are to benefit from those 
projects. As a matter of fact, this is a most useful way of 
enlisting public support. In addition to such loans, a 
betterment levy may be imposed on the people who w,U 
receive benefits from such projects in the form of increased 
productivity and value of their land and other assets. 
Such anticipatory levies are perfectly justified, and have 
been levied on many occasions. Then again, some he p 
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can be had through the levy of agricultural income tax and 
an upward revision of water rates. 

Even then we may not be able to get the necessary 
finance. In view of this and other considerations, more 
weight needs to be given to minor projects. At the same 
time it will be advantageous, if we concentrate on some selec¬ 
ted projects and try to complete them as soon as possible, 
instead of proceeding on a large number of them for which 
requisite resources are not available. And we will do well 
to bear in mind that resources are needed not only for the 
execution of the various projects, but that they will also 
be required for their utilisation. It has been roughly 
estimated that for every rupee laid out on river valley 
schemes, about three rupees will be required for their 
proper utilisation. 

In order to remove the difficulties treated by the short¬ 
age of technical personnel, it may be suggested that a 
central pool of such available persons should be founded. 
The engineers of the Government, Public Works Department, 
the Army as also those working outside the Government 
services should constitute the proposed pool. Systematic 
and centralised efforts should be made to import specialised 
skill from other countries on reasonable terms. Of course, 
if the chief emphasis is laid on minor projects, as has been 
suggested, this difficulty will automatically get reiUpved to 
some extent. 

Finally, the task that we have before us cannot be 
successfully completed unless the States can arouse mass 
enthusiasm and secure full public support. Well thought out 
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and directed efforts are needed to enlist public co-operation 
on a nation-wide scale, to make the people feel that these 
are their own schemes. Only then we can expect people 
to be willing to make special sacrifices for their completion. 
Let us hope that now sincere efforts will be made to expe¬ 
dite the execution of the various river valley projects. 



CHAPTER V 


MOVEMENT OF AGRICULTURAL PRICES 

Price Fluctuations : Causes and Effects 

In a free private economy, prices are liable to fluctu¬ 
ations, and agricultural prices more so because of certain 
inherent characteristics of agricultural production. One 
most potent reason for price fluctuations is, what is known 
as, trade cycle oscillations. During the last hundred 

years, the economy has been subject to a rythmic change in 
prices due to cyclical chaages in economic activities. Such 
cyclical changes are characterised by two marked phases viz., 
(i) booms and (2) depressions. During the boom period, 
there is an increased economic activity with all-round 
increase in demand and prices. But the boom does not last 
long. For reasons inherent in the economy, it comes to halt, 
and after a jerk (which is generally called crisis) booms are 
over-taken by depressions. During the depression period, 
there is a slackening of economic activities with an all¬ 
round fall in demand and prices. The depression, however, 
does not continue indefinitely. After the rock-bottom 
prices have been reached, signs of increased activities begin 
to re-appear (this is called revival) and booms again over¬ 
take depressions. 

Such changes of prices affect all classes of people and 
particularly agriculturists. During the depression period, 
agriculturists are hit very hard. It is true that owing to fall 
in prices, depression brings about a general contraction in 
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income ; but in the agricultural sector, the contraction tends 
to be greater because the agricultural prices fall faster than 
industrial prices. During the last depression in the thirties, 
it was found that agricultural prices were much lower than 
the industrial prices and farm income had shrunk so 
considerably that farmers were able to save themselves by 
sale of what was then called ‘distress gold’. Though the 
industrial sector suffered from fall of prices, yet the loss in 
that sector was considerably less as industrial prices stood 
at a higher level than agricultural prices. 

On the other hand, during a period of rising prices, 
agriculturists are in a correspondingly better position as 
agricultural prices tend to rise faster than industrial prices. 
During the last few years, which have been a period of 
rising prices, agricultural prices have remained well above 
the general prices. This has brought about some prosperity 
in rural areas—though for the majority of farmers, such rise 
in prices has meant more hardship than real benefit. 

This rapid fluctuation of prices, both in the upward 
and the downward directions, is a fundamental characteristic 
of prices and in agriculture the fluctuation is greater due to 
comparative inelasticity in the supply of agricultural pro¬ 
ducts. Farmers cultivate their lands whatever be the demand 
for their products. Supply does not increase because 
there is no way of extending the area of cultivation. 
On the other hand, when prices fall, supply does not 
correspondingly decline as the farmer does not limit the 
area of cultivation. The result is that, with the given 
supply which is limited by the annual stock, agricultural 
prices are determined purely by the condition of demand. 
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When boom prevails and industrial activity increases, a 
strong pressure of demand is felt on agricultural products, 
particularly on raw-materials, and there is a sharp rise in 
prices. On the other hand, when industrial demand 

slackens, there is a glut in the market, and the agricultural 
prices sharply decline. 

This inelasticity in the supply of agricultural products 
makes the position of the agriculturists highly vulnerable. 
It is true that during rising prices, their position is not 
really so bad, for their income rises and, therefore, they 
are correspondingly better off. But even then there is a 
a danger in the position. Booms are essentially short-lived, 
and farmers are not frugal in their habits of spending. The 
spell of income which farmers enjoy during this period 
quickly passes away, and when they relapse into the period 
of falling income, their hardship tends to be greater. 

Apart from the cyclical change of prices, price instability 
is caused by floods, pests, famines and wars. Floods 
and famines cause rise of prices, but such rise in prices 
does not benefit the agriculturists. The scarcity of crops 
hits them hard, and as they do not have enough purchasing 
power, they are faced with starvation and death. The post¬ 
war rise in price has hit different sections of the cultivators 
differently. A vast number of workers, who do not have 
lands to maintain themselves, find it difficult to buy enough 
essential agricultural commodities at high prices, and are, 
therefore, faced with very great hardship. That section of 
the population who are just able to maintain themselves 
with farm income may not be worse off, but are neither better 
off, and have in no way benefited by the rise ia prices. 
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Only a small section of the agriculturist population, who 
have surplus income from land, have benefited by the rise 
in prices. It is in the hands of only these people that some 
savings have accumulated, but the number of such persons 
is exceedingly small, and the amount of savings is also 
not considerable. 

It is thus apparent that fluctuation in agricultural 

prices does not benefit the agriculturists; in fact, it is 

positively harmful. Fall in price reduces the farm income ; 

and rise in prices benefits only a section of farmers who 

have surplus yields from land. In a country like India, 

where majority live on the margin of subsistence, rise in 

prices affects them adversely. Further, rise in agricultural 

prices leads to rise ia the prices of manufactured goods. 

Essential commodities like cloth, oil, medicines become 

too costly for farmers who do not enjoy surplus income 

from land. In the interest of farmers, it is, therefore, 

essential that agricultural prices should have a certain 

degree of stability. This will stabilise their income. But 

what is more, this will also have the effect of stabilising 

industrial prices of essential commodities, and thus of the 

cost of living. But before the plans for price stabilisation 

are discussed, it will be useful to have a brief review of 

agricultural price trends during the last few decades. 

Experience of the past may be utilised as a guide for 
future policy. 

Agricultural Prices—A Study in History 

Agricultural prices during the last fifty years can be 
conveniently studied in three different periods which show 
distinctly separate trends. In the first period which 
includes up to 1913, prices had shown a slow and steady 
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rise. In the second period which includes the interval 
period of 1919 — 39, prices had registered a cataclysmic fall. 
In the third period which includes the last war and the 
present post-war years, prices have violently shot up and 
are still showing inflationary rising trends. A review of 
causes leading to such periodic change of prices would be 
useful in analysing present trends and laying down future 
policies. 

Throughout the later part of the last century, and the 
beginning of the present century, agricultural prices, as 
has just been mentioned, had shown rising trends ; not 
that there had been no cyclical fall in prices, in fact 
during the depression of 1873 prices had sharply fallen. 
But apart from such cyclical changes, the secular trend 
during the sixty years covering 1850—1913 had been one 
of progressive rise in prices. Various causes contributed 
to such rise in prices. During this period, agriculture in 
India lost its original character. The agricultural resources of 
India were not utilised simply to maintain village self- 
sufficiency. The British rule in India succeeded in comm¬ 
ercialising India’s agriculture and linking it to the world- 
market. There was increasing export of India’s raw 
materials to the out-side world, and the opening up of 
railways and development of steam-ship facilitated the 
process. An additional stimulus to India’s foreign trade 
was given by the opening of the Suez Canal which shortened 
the trade route to Europe, and thus quickened the delivery 
of India’s export goods to European markets. Besides, the 

period was remarkable for comparative peace, and most 
countries of the world utilised the pefiod for a rapid 
progress in industrialisation. This stimulated a further 
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demand for the export of India’s raw materials and brought 
about a spurt in prices. Lastly, the Gold Exchange Standard, 
as it then operated, helped to create a circulation of addit¬ 
ional currency which, combined with increased demand, 
further stimulated agricultural prices. 

It should be noted that the rise in agricultural prices 
uring this period did not react altogether unfavourably 
on the Indian economy. In fact, if anything, the agriculture 
m India benefited by the rise in prices. The rise in prices 
was slow and steady and did not cause any violent 
mal-adjustments. Increased prices in agricultural goods 
created increased farm income. On the other 
hand, owing to rapid progress in industrialisation and great 
technological improvements, manufactured goods were 
cheaper, and increased money income of the farmers 
created increased earnings. It is true that owing to 
commercialisation of agriculture, rural economy had to 
undergo a rapid transformation. Lands passed into the 
hands of money-lenders and big cultivators; a section of 
the population became landless, and rural indebtedness 
increased. But yet the over-all picture of the agricultural 

economy was one of increasing prosperity under the 
stimulus of slowly rising prices. 

But the history of the inter-war period was entirely 
different. In the immediate years after the World War 
I, there was a boom followed by a short lived depression. 
After that, there was a revival up to 1929. During the 
period of revival, there was a general prosperity all over the 
world. But India, however, did not share this prosperity 
to the same extent as the rest of the world. Her currency 
was over valued to the extent of 12 J per cent (as i8d. ratio 
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meant a I 2 | per cent increase over 16 d. ratio), and internal 
prices were, therefore, lower to the same extent. But still 
owing to boom conditions all over the world, there was 
increased demand for India’s exports, and agricultural 
prices maintained a fairly satisfactory level. 

But a turn of events came in 1931. In the September 

of that year, England went off the gold standard, and the 
other countries soon followed. There was a monetary 
chaos all over the world, and a depression of unpreceden¬ 
ted magnitude set in. World production and trade rapidly 
dwindled, and India suffered very badly in this genera 
economic confusion. Agricultural prices began to fall; 
and as has been pointed out before, owing to inelasticity 
of supply, agricultural prices tended to fall faster than 
industrial prices. In other words, loss of income, due to 
depression, was much greater in a country like India than 
in the manufacturing countries. Most countries were face 
with the balance of payment difficulties ; and restrictive 
trade practices, exchange controls and currency manipulations 
were freely resorted to by these countries to balance their 
trade position. The thirties of the last decade witnessed 

unfortunate experiments in currency and trade—and the 
results that followed were simply disastrous. Production 
shrank, trade dwindled and in desperate efforts to improve 
the economy, other countries resorted to the ‘economy of 
restrictionism’which only aggravated the trouble that was 
sought to be removed. 

In India, tho situation was, however, a bit different. 
The fall of agricultural prices, apart from bringing about 
a fall in agricultural income, also created a balance of 
payment difficulty. The low value of our agricultural 
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product was not sufficient to pay for our imports. Further, 
imports tended to be stimulated because of over-valuation 
of the rupee, and the consequential unbalance between our 
exports and imports tended to be still greater. The gap 
was met by huge exports of gold—a phenomenon which 
was almost unprecedented in India’s economic history. 
The amount'of gold sold exceeded over 100 crores of 
rupees and most of this gold came from the hoarded stock 
in the rural areas. The distress of the farmers caused 
immense hardship, and as they tried to over-come their 
distress by the sale of gold, this transaction was, therefore, 
described as the “sale of distress gold.” 

But within ten years, the picture again changed, when 
agricultural prices began to shoot up due to abnormal 
conditions created by the last war. The first serious dis¬ 
location in prices took place in 1942 when the Bengal 
famine broke out. The abnormal height to which the food 
prices shot up in that year were considerably scaled down 
in the succeeding years; but the pre-war level of prices 
could not be restored. In sympathy with food prices, prices 
of other agricultural commodities also began to rise. In 
the meantime, inflationary forces were set in, and rise in 
agricultural prices began to take place under two sets of 
forces. Firstly, there was the abnormal condition created 
by the war which stimulated demand for food and raw 
materials; and secondly, there were inflationary forces which 
made high prices still higher. Moreover, agricultura 
supply, being essentially inelastic in nature, did show no 
sign of increased production ; and as a result, limited stock 
with increased demand brought about very sharp rise in 
prices. Over and above these, hoarding and speculative 
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stock-piling tended to limit the supply> aQ d agricultural 
prices began to record almost abnormal rise. Just as 
during the depression years, agricultural prices fell faster 
than industrial prices, so also during the period of 
rising prices, agricultural prices began to rise faster than 

industrial prices. 

111 

Price Stabilisation in the Context of Depression 

It is apparent that throughout the course of this century 
agricultural prices have been subjected to great fluctuations. 
Such changes in prices do not benefit the farmers. They 

are harmful, for they affect the money income, and in all 

cases reduce the real income. When prices fall, agri¬ 
cultural prices fall faster than in other sectors of the 
economy, and hence the real income of farmers is reduced. 
When prices rise, agricultural prices, it is true, rise faster 
than in other sectors. But majority of cultivators, who do 
not have enough lands to maintain themselves and, there¬ 
fore, do not enjoy surplus income from land find the cost 
of living greatly increased and their real income correspond¬ 
ingly reduced. Further, such change in prices brings 
disparity between industrial and agricultural sectors, and 
thereby adversely affects the economy as a whole. In the 
interests of farmers and of the economy as a whole, it 
is essential that agricultural prices should be fairly stabi¬ 
lised, and devices should be adopted to maintain a high 
and stable level of prices. 

A review of price changes has shown that there are 
various causes that have contributed to price fluctuations. 
A condition of stability, therefore, implies that these causes 
should be remedied, if the given objective is to be fully 
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attained. It is true that each period has its o\vn sets of 
causes and the remedies called for are, therefore, peculiar 
to its own requirements. No general policies can, there¬ 
fore, be laid down. The remedies suggested are to be consi¬ 
dered only in relation to the causes assumed. 

The most important cause leading to fall in prices is 
the onset of depression in a cyclical phase. Obviously, 
elimination of trade cycles alone can prevent depression 
and the consequent fall in prices. It is not the object of 
this paper to go into the causes of trade cycles and to 
suggest remedies for preventing them. It can only be 
broadly suggested that valuable researches in the last few 
years have thrown much light on the nature and causes of 
trade cycles, and most countries are equipped with the 

necessary technique for fighting the onset of a possible 
depression. Contra-cyclical policies are handy instruments 
for effective actions. Under-taking suitable public works, 
maintaining a high rate of investments, appropriate fiscal 
and monetary policies can effectively prevent trade depre¬ 
ssion, and thereby prevent the fall of agricultural prices 
as well. 

But prevention of trade depression is only a long-term 
policy which takes its own time for implementation. If 
and when, depression actually sets in, proper remedies have 
to be adopted to mitigate, as far as possible, its harmful 
effects. These arc plainly short term measures, and they 
cease to be valid when the depression is over. During the 
last depression, most countries of the world adopted 
measures of some kind or other to mitigate the hardship 
of falling prices. Not all the methods gave desired results. 
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yet they did something to give relief to distressed 

farmers. , . . , . . 

The broad policy which is pursued during depression 

to bolster up prices is what may be called “a policy of 
restrictionism.” By artificially restricting cultivation and 
limiting output, prices are sought to be raised. “In 
America, the Agricultural Amendment Act (more popularly 
known as A.A.A.) attempted to subsidise farmers to pur- 
suade them to restrict output. President Roosevelt gave 
his full support to the plan, but later on the Supreme 
Court declared the Act null and void. At present the 
American Farm Credit Corporation, with a huge capital, 
attempts to maintain prices by buying off surplus farm 
products. In Pakistan, the Jute Board attempted in 1950 
j to maintain jute prices through State purchases at officially 
fixed rates. The farmers are usually ignorant of the 
market forces of demand and supply, and of the mechanism 
of price determination ; they have no waiting power, and 
their eagerness to sell only depresses prices in an already 
depressed market. Restriction in supply combined with 
State support for prices is an essential part of a policy for 
maintaining agricultural prices during depression. 

In the undivided India, in 1934, au attempt was made 
to maintain jute prices by restriction in cultivation. The 
policy succt: 1 v though not fully, as the other measures 
necessai/ for maintaining prices, viz.. State purchase, or 
State subsidy were not implemented. Restriction in 
cultivation is only the beginning of a long process of State 
action. Owing to the eagerness of the cultivators to sell, 
prices tend to soon get depressed, and on such occasions, 
the State must come forward with the necessary financial 


MOVEMENTS OF AGRICULTURAL PRICES 


III 


help. But such organisations were totally absent in our 
country. Closely linked with the policy of limiting out¬ 
put is the policy of price-fixation. Fixation of minimum 
prices during depression is a common practice in industries. 
A common price policy can be pursued only when there 
is a strong organisation to enforce the decision. In in¬ 
dustries, this condition is easily fulfilled. But agriculture 
is highly unorganised, and the policy of a common price 
is difficult to pursue. But in some sectors, agriculture is 
fairly organised, and a common policy has been satisfacto¬ 
rily pursued. In Brazil, coffee plantation, and in Malaya, 
rubber production are fairly organised. In plantation 
industries, output is easily adjusted to the price, and 
surplus output, if any, is withheld from the market. 
In extreme cases, surpluses may be burnt off and destroyed. 
Such a policy has, however, come in for public criticism 
as being utterly anti-social. But during depression, agri¬ 
culture shows the peculiarity of plenty in the midst of 
scarcity—and sheer necessity compels producers to take 
to such anti-social policies. In India, prices of tea and 
coffee have been maintained by fixation of minimum 
prices. 

Other measures adopted to maintain prices are inter¬ 
national barter and trade agreements. Two countries may 
enter into separate trade agreements to buy off each other’s 
surplus commodities. In 1934, India entered into an 
agreement with Japan to take off her textiles in exchange 
for a fixed export of her cotton. 

The Po*t-War Trend and the Government Policy 

The rise in prices which had started with the outbreak 
of hostilities continued in the immediate post-war period 
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due largely to a similar set of causes. Inflationary condi¬ 
tions persisted with unabated force. Failure of crops in one 
or another part of the country was a sort of regular feature. 
Above all, while demand still moved ahead of supply, a 
series of events occurring at regular intervals were responsible 
for pushing prices to new heights. In early I 947 > 
Government declared a policy of general decontrol. It 
provided a new spurt to the price rise. To take its effect 
on a single group of articles, for instance cereals, the index 
number of prices recorded an increase of about ioo points, 
rising from 290 5 in January, 1947 to 3810 in June 1948. 

Then the partition of India made conditions worse con¬ 
founded. India lost some of her best cultivated areas to 
Pakistan. Most of her jute and cotton areas were gone. 
With 82% of the population of undivided India, she retain¬ 
ed only 69% of the irrigated area and 65 to 70% of the 
rice and wheat areas. These factors caused prices to rise 
still further. The cultivators, however, derived little benefit 
from it. As we have already pointed out, for the majority 
of them, who do not have enough lands to maintain them¬ 
selves and, therefore, do not enjoy surplus income from 
land, the cost of living increased still higher and the real 
income was correspondingly reduced. It was for a handful 
of middlemen, hoarders and profiteers to gain substantially 
at the cost of the community. The commoner depending 
on fixed income suffered equally from the coutinually rising 
cost-of-living. Industrialists too were disgruntled with 
rising prices, resulting from the rise in iaw material prices. 

With the devaluation of the rupee in September 1949, a 
new cause for apprehension was generated in the minds of 
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the public, and it was feared that a fresh spate of inflation¬ 
ary forces would be let loose which will cause prices to rise 
to still higher levels. By and large these apprehensions did 
not materialise. But then a virtual stoppage of Indo-Pakis- 
tan trade, which ensued from Pakistan’s decision not to 
devalue her currency, infused additional force, and 
the inflationary price-rise which was apprehended 
could not be avoided altogether. The conditions 
had not settled down fully when in June 1950, the 
Korean war and the U.N. intervention brought about a new 
set of factors under which international demand for staple 
commodities increased several times. Stock-piling of indus¬ 
trial and strategic raw materials and larger demand for 
cereals all over the world proved to be as unfortunate as con¬ 
ditions of war which the world had witnessed not long 
ago. Thus high prices continued to rise to still higher levels 
on account of new factors emerging one after another. 
The following tables will be useful to readers for a correct 

appraisal of the trend of movement in agricultural prices 
during this period. 

§ 

Index of Wholesale Prices of Agricultural Commodities 


(Base, August 

I 939 =ioo) 

1940—41 

io8‘6 

1941—42 

124-2 

1942-43 

166-2 

1943—44 

268-7 

1944-45 

265’4 

1945—46 

272-6 

1946—47 

3138 

1947—48 

356'9 
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Index Numbers of Wholesale Prices by Groups 



Food Articles 

Industrial 

Raw materials 

1948—49 

382*9 

444*8 

* 949 — 5 ° 

39 i *3 

471*7 

July, 195° 

422*8 

505*9 

April, 1951 

4 i 4‘3 

699*8 

May, 1952 

336*4 

414*7 

Nov. 1952 

356*9 

418*2 

Dec. 1952 

345*7 

413-8] 

The latest position would appear to be not so unsatis- 


factory as the above figures clearly indicate. According to 
Government pronouncements, two factors have contributed 
towards halting the price-rise in more recent times. In 
any case, the rise that took place during the post-Korean 
war boom was reversed. This price recession which started 
sometimes in early 1952 was something quite unexpected to 
many people in this country. It was perhaps of the nature 
of a crash in the speculative market than a prelude to de¬ 
pression. Nonetheless the general prices ‘took a distinct 
opposite turn with that event. This was also due to the 
various anti infiationary measures of the Government which 
proved their worth at this time. 

Betore we take up the latest position in this respect, it is 
proper that we should discuss briefly the policy that the 
Government have been following all this time and how it has 
worked in practice. In the early years of war, when 
agricultural and other prices first started rising, the attitude 
of the Government was one of c wait and see’. Even as late 
as October, 1941, when the third Price Control Conference 


US 


movements of agbicultubal pbices 

was meeting under the Government auspices, very little 
concern was expressed at the increased food prices all over 
country. Rather the phenomenon was hailed by many 
as a welcome feature considering the depressed condition 
agriculture in the pre-war decade. It was only in August 
1943 , when the great Bengal Famine bad already caused 
havoc to millions, that maximum prices were fixed for staple 

ocd grains like rice and wheat. Thereafter, the technique 

of price control evolved gradually over the war years, and by 

the end of war, it covered almost all primary commodities. 

Statutory rationing was enforced in all industrial areas 

which was later on extended to large towns of some 

importance; and at the time of partition, it covered more 
than a third of India’s population. 


Though this assured supply of food grains to sizeable 

misery to others in 

various ways. Procurement by Government agencies did 
not always come upto expectations and ration commit¬ 
ments could not be fulfilled. Moreover production in 
some parts of the country was adversely affected by 
the intensive procurement drive on the part of the autho¬ 
rities. These resulted in widespread black-market activities, 
growing behind the eyes of law. Free market prices, on 
the other hand, swelled to inordinate proportions in non- 
rationed areas because of corruption, bribery and inefficiency 
in the rank and file of the staff. From the point of view 
of administration, price control measures were very 

largely effective in the case of a few selected commodities 

like sugar-cane, jute and cotton. This was on account of 
there being well-knit buyers’ organisations. Even then. 
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however, the pressure from the demand side caused prices 
to move beyond the official ceilings. 

But perhaps the greatest concern of the Government 
was with the food-grain prices. For a long time after the 
war, the policy centered round that of holding the price¬ 
line at the existing level. To think of reversing its trend 
was still considered to be premature. In the meantime, 
steps were being taken to curb inflation through monetary 
and fiscal measures. Incentive to production was being 
provided by way of minor irrigation facilities, supply of 
improved seeds and manures, and the like. But inspite of 
everything, very little was achieved in respect of high 
agricultural prices in general and food-prices in particular. 
This has been largely due to the lack of consistency in 
official policy. The proper machinery to make control 
measures effective was also not there. Above all, the 
fundamental defects in agriculture were not tackled. 

The turn of events which has brought about a distinct 
improvement in the situation has already been referred to. 
In more recent times, the Planning Commission has ex¬ 
pressed itself distinctly in favour of continuing controls. 
Still, however, all State Governments have not accepted 
its views. Last year the Government of Madras and a 
few others removed all restrictions on movement of grains 
inside the respective States and attempts were made to do 
away with statutory rationing over large areas. The effects 
have not been quite happy. The large development expen¬ 
ses under the Five Year Plan are likely to push prices up. 
As such it is necessary to be clear as to what is most desir¬ 
able in the present state of our economy. Planning and 
decontrol, it must be noted, cannot go together. And yet 
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even with controls, there is no guarantee that prices will 
move within legitimate bounds. For that it will be 
necessary to tighten the grip of price control authorities. 

The present downward trend in prices has raised the 
question of holding the price floors. Besides, the question 
is also being raised as to whether production could not 
increase if prices were allowed to rise. It will be agreed 
that there is no fixed relation between prices and pro¬ 
duction over the entire field of agriculture. It might be 
possible to raise production by substitution, by providing 
additional incentive to one single crop, but certainly that 
is not possible with respect to all crops. Unless, there¬ 
fore, the more fundamental defects in agriculture, to which 
we have referred to in other chapters, are remedied, it 
will be idle to talk of raising production through price- 
incentives. At least if any lesson can be drawn from the 
past, it is this that output of primary products can rise 
over a recognisable long period only when we strive 
to bring about a complete reorientation in the cultiva¬ 
tors* life. * It is necessary, therefore, that the Government 
should stick to its declared objective cf keeping the ceiling 
and floor prices ‘as an essential plank in the policy.' 



CHAPTER VI 

PROBLEM OF MECHANISATION 

One of the chief causes of low agricultural productivity 
in India lies in the use of crude, primitive and inadequate 
farm equipments. The implements that are used by our 
cultivators are, no doubt, in keeping with their standard 
of living, but surely they are far from the best that should 
be utilised for efficient and successful cultivation. They 
still rely, even in this machine age, on the centuries old 
wooden plough to turn the land, the crude sickle to har¬ 
vest crops and the wind for winnowing cereals. 

In contrast to this, agriculture in most of the advanced 
countries of the world has become thoroughly mechanised. 
In countries like U.S.A. and U.S.S.R., full advantage 
has been taken of the tremendous progress made by the 
science of agricultural engineering. As a result of this, 
agriculture in these countries has been comp^tely revo¬ 
lutionised. There the cultivators now generally use the 
latest and the most perfect agricultural implements and 
machines. This modernisation of agriculture, through the 
process of mechanisation, has played a very significant part 
in bringing prosperity to cultivators by ensuring them 
better crops at reduced costs. Its part has been equally 
great in the reclamation of new land, converting wastes 
and barren lands into flourishing agricultural colonies. So 
has been its role in elevating rural life to a new and higher 
' lane. 
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V 

I 

This brings before us a very vital question : that relates 
to the role of mechanisation in our fight against agricultural 
inefficiency and poverty. Unfortunately, on this important 
issue one is likely to find a good deal of confused thinking, 
loose and even some sentimental talk. There are some who 
regard mechanisation of Indian agriculture as highly ne¬ 
cessary and desirable. They consider it a sheer waste of 
the country’s limited resources to continue the use of out¬ 
moded instruments and primitive technique, when science 
has placed at our disposal new and highly efficient means. 
They, therefore, want the farmers of India to try the 
“modern way” in agriculture which will raeau more and 
better production, and consequently a higher standard of 
living for them. Many of our problems will thus be 
solved. 

But on the other hand, there are the pillars of ortho¬ 
doxy, for whom the plough and the bullock are the very 
symbols of our ancient civilisation, who dread mechanisation 
as an unmixed evil. According to them, mechanisation 
is totally unsuitable for the country ; it is neither necessary 
nor desirable. They advise us to take special note of our 
peculiar economic and social conditions, instead of trying 
to imitate what is being done in some foreign countries 
where the conditions are widely different. Economic and 
social progress, they remind us, is at every step guided and 
determined by the existing conditions. Any attempt to 
ignore them will simply mean inviting disaster. 

Such conflicting view-points are obviously a very great 
hindrance in the way of clear ^hinking and in arriving at 
any definite decision on the issue. But in view of the great 
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urgency for re-organising our agriculture to fight against the 
poverty of soil and poverty of cultivator, we must make up 
our mind, define our policy and*attitude with regard to the 
place that mechanisation should be given in the future 
agricultural economy of the country. Here in this article, 
an attempt has been made to analyse this intensely vital 
problem of mechanisation as an aid to clear thinking. 

It will be helpful and convenient as well, if we begin 

by carefully examining the various arguments that are 

generally put forward to show that there is no scope for 

mechanisation of agriculture in India, and that it is neither 

feasible, nor desirable. In main, the case against the 

mechanisation of our agriculture is built on the following 
grounds : 

1. That the holdings in India are too small and 
scattered to permit mechanisation of agriculture. 

2. That mechanised agriculture would lead to the 
displacement of a large proportion of the rural population 
dependent upon land, and thus it would aggravate rather 
than solve our difficulties. So long, therefore, as agricul¬ 
tural labour is cheap and there are too many people on 

land, the use of labour-saving devices will neither be feasi¬ 
ble, nor desirable. 

3- That mechanisation of agriculture does not lead to 
the maximum use of land. 

4. That the capital resources necessary for mechani¬ 
sation of agriculture are not available in the country. 
Compulsory savings will cause extreme privation and 
suffering to the people, while recourse to foreign capital 
will be very dangerous. ^ 

5. That there is the absence of local fuel supply. If 
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agriculture is mechanised, we will have to depend upon 
foreign countries for the supply of oil and petrol. This 
has its own dangers. 

6. That there is a great lack of technical personnel in 
the country. 

Let us examine these objections and difficulties to en¬ 
able us to reach some definite conclusion on the issue of 
mechanisation of our agriculture. 

II 

Uneconomic Holdings 

First in the list is the argument relating to the existence 
of extremely small and scattered holdings in the country. 
Mechanisation obviously goes hand in hand with large 
scale farming. It, therefore, requires a large farm as a pre¬ 
requisite for its application. In U.S.S.R. where mechani¬ 
sation has made remarkable progress, the average size of 
holding is 1600 acres. In Canada the average holding is 
234 acres, and in U. S. A. it comes to near about 145 
acres. 

This pre-requisite for mechanisation is clearly lacking 
in our country. Our agricultural holdings are notoriously 
too small and widely scattered. The average size varies 
from about 3 acres in Bengal, Bihar and Orissa to about 
12 acres in Bombay. Obviously on such toy-sized hold¬ 
ings, mechanisation is simply out of question. They are 
uneconomic even for our wooden plough and a pair of 
bullocks. Hence it is concluded that mechanisation has 
no scope in the country. 

It is, no doubt, true that on such small farms, mechani¬ 
sation has no place. But before we rule it out, let us 
examine this question a little more closely. To begin 
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with, we will have to accept that whether we think of 
mechanisation or not, we must remedy this most fundamen¬ 
tal defect of our agricultural system. Agriculture on very 
small and scattered farms like ours is simply uneconomic. 
It unduly raises the cost of cultivation and considerably 
reduces the output of crops. The adoption of improved 
methods of farming on tiny plots becomes simply impossi¬ 
ble. Steps will have, therefore, to be taken to enlarge 
the size of our agricultural holdings, if farming is to be 
improved in the country. 

What is then the remedy for it ? It has been shown in 
Chapter II of the book that on an individualistic basis, 
there is no practical method of increasing the size of hold¬ 
ings. Consolidation of holdings is, no doubt, a step in 
the right direction, but it will be accepted that it is at best a 
partial remedy and that also a temporary one, unless it is 
accompanied by a radical change in the existing law of in¬ 
heritance which, however, does not seem feasible at the 
present. The only feasible and effective alternative is, there¬ 
fore, to try joint farming on co-operative basis. The urgency 
and the scope for re-organising agriculture on the basis of 
joint-farming has been indicated earlier. Here it will suffice 
to say that organisation of joint-farming is indispensable for 
us. In this we will find a solution for over-coming the evil 
effects of small and scattered holdings and for enabling the 
small fanners to obtain the benefits of large scale farming. 
By doing so, the unit of cultivation will increase in which 
case mechanisation will become easily possible, perhaps even 
necessary. 

Of course, it will take some time to re-organise our 
agriculture in this manner. But here we are mainly con- 
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cerned with the laying down of the future policy. If it is 
found that mechanisation will be helpful in raising the 
standard of living of the people, efforts can be directed from 
now onward towards the successful organisation of joint 
farming. Surely the question of mechanisation is not to be 
looked at from the view-point of its immediate applicability. 

It is a question that relates to our future policy. Hence 
mechanisation is not to be ruled out on the ground that 
agricultural holdings in the country, as they are found today, 

are too small for mechanisation. 

Yet even from the narrow view-point of its immediate 
applicability, the scope for mechanisation in the country 
is not inconsiderable. We know that the Indian Union has 
about 87 million acres of cultivable waste land which is not 
being put to any use. It is exceedingly necessary on our 
part to reclaim as much of this area as is possible. This 
task of reclamation has assumed very great significance 
because of the rapidly growing population and the increas¬ 
ing shortage of foodgrains and raw materials in the country. 
The need to rehabilitate refugees, rendered homeless by 
partition, has made the task still more urgent. Obvi»» 
ously, this work cannot be done without the help of power¬ 
ful tractors and other heavy michines. Their use is indis 
pensable for breaking new land, clearing land under jungle, 
eradication of deep-rooted weeds, and anti-erosion works.. 
A beginning has already been made in this direction. 
Fleets of tractors operated by Central and State Govern¬ 
ments are doing reclamation work, and many thousands 

of acres of land, that have been hitherto unproductive, are 

going back into production. 

Further, when we say that holdings in India are small, it 
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does not mean that there are no large holdings. Some of our 
holdings are big enough to be mechanised, and in fact, on 
quite many of them modern machines are being used with 
advantage. Tractors are definitely an economic proposition 
for all the farmers who have enough work for six or more 
pairs of bullocks. “This makes it possible for a farmer to 
do his field and farm-yard operations with the tractor, and 
still to keep an equal number of cattle, but instead of draft 
animals, milking cows can be kept which bring in a steady 
cash return.” 

Finally, while discussing the question of the size of 
holdings vis-a-vis mechanisation, one should not think that 
holdings must necessarily be very large, running into hun¬ 
dreds of acres. In the beginning, of course, tractors 
were essentially built for very large holdings. But now 
the position has considerably changed. The manufacturers 
of agricultural machinery have persistently, and with 
success, explored the possibility of making small tractors 
and other machines suitable for work on small holdings 
of 20 to 50 acres. Now small all-purpose tractors of very 
low horse-power are available. They have been specially 
designed to meet the economic and technical needs of 
lower acreages. As such it is now possible to mechanise 
even comparatively small farms. 

v III 

Question of Unemployment 

Mechanisation of agriculture in India is regarded as 
highly undesirable on the ground that it will result in tre¬ 
mendous displacement of labour. Assuming that one worker 
will be required instead of four with mechanised farming, 
it is estimated that about 77*5% of the total workers, or 
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nearly 67 million workers in the country will be thrown 
out of employment. It is also felt that to find alternative 
jobs for the displaced persons on such a large scale will be 
too difficult. In support of this view-point, our attention 
is drawn to the meagre amount of employment provided 
by the development of large-scale industries in the country. 
Though the development of large scale industries 
has been rapid, particulary during the last twenty years, 
the number employed in them is hardly 3*5 millions. Even 
if this present number is doubled, through expansion in 
industries which will take years, only a small fraction of 
the total number of displaced persons will be able to get 
employment. The rest will remain without jobs. So we 
are asked to imagine the extent of hardship and suffering 
t that will be caused to the people in the event of mechani¬ 
sation of agriculture. 

Again, we are also reminded that mechanisation became 
necessary in countries like U.S.A. because of acute shortage 
of labour and vast resources for extension of cultivation. 
But in our country the conditions, in these respects, are 
widely different. On the one hand, there is abundance of 
cheap labour and on the other, the scope for extensive 
cultivation is extremely limited. Thus mechanisation is 
unnecessary for us. It is said that so long as there is abun¬ 
dance of labour, the use of labour saving devices will be 
neither feasible nor desirable. 

From the above, it appears that the case against me¬ 
chanisation of agriculture in the country is very strong, 
r But a close examination of this objection and other allied 
matter will show that, in reality, it is not so. 
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In the first place, the fear of unemployment is often ex¬ 
aggerated. That there may be some amount of unemploy¬ 
ment, consequent upon mechanisation, necessitating 
a difficult process of shift and adjustment, is not 
denied, but that it will displace about half of the total 
population of the country is surely open to question. 
Again, while the magnitude of unemployment that 
will be caused by mechanisation is unduly exaggerated, 
the,capacity of the economic system to absorb the displaced 

persons is greatly under-estimated. This is highly unjust. 

Mechanisation of agriculture will help in stepping up the 
economy of the country to a higher level. As a conse- 
quence, secondary and tertiary occupations will multiply 
at an increasing rate, offering adequate employments to the 
surplus workers. To cite, in this context, the meagre 
employment that the large-scale industries of the country 
offer to day is not at all valid. Instead, we should consi¬ 
der the aggregate employment that the different sectors 
of the developed economy will offer to the people. Ip 
its present state of lop-sidedness and under-development, 

the economy of the country is simply unable to offer ade¬ 
quate employment even to the existing number of workers. 

Then there are a few other significant things which 
need our consideration in this context. First of all, we 
should not lose sight of the fact that at present there is 
an excessive pressure of population on land,-a burden 
that is far beyond the capacity of land to bear. Quite a 
large number of people are engaged in work on over¬ 
crowded holdings where their productivity is nil or almost 
ml, suffering, therefore, from what is technically called as 
disguised unemployment. They are, no doubt, engaged in 
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some kind of work. But that is no consolation, for we all 
know that it is not work that matters so much as the nature 
of work. As has been put by William H. Beveridge “Em¬ 
ployment is not wanted for the sake of employment ; it 
is wanted as a means to more consumption or more leisure, 
as a means to a higher standard of living.” Employment 
which is time-wasting and unproductive, amounting to 
digging holes and filling them again, is of no importance 
under normal circumstances. So there is already the need 
to withdraw the surplus number of people from agriculture. 
That will not only give them the chance to render 
useful service, but will also raise the farm output. 

Besides this, we should also remember that many 
farming operations are very irksome and cause great 
physical strain. The farmers in certain seasons have to 
work very hard for hours together which terribly wears 
them out. This strain can be successfully avoided by 
mechanisation of agriculture. This will provide, besides 
reducing the strain and raising the dignity of agricultural 
work, more liesure for recreation and other healthy acti¬ 
vities. 

Again, a large number of women are also included 
among the workers. It is highly necessary that they should 
be spared from this work so that they may be able to attend 
to more urgent things which they alone can do. Further, 
many children are also driven to farm work at an early age 
and consequently their education, which is so essential to 
make them good and useful citizens of the country, is sadly 
cut short. In view of all this, the fear of displacement of 

4 

labour should not over awe us to any undue extent. 

Yet again, we must remember that one of the urgent 
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needs of the country is to reduce the heavy burden of our 
vast cattle population which is, indeed, a great drain on our 
limited land resources. In India, the draught animal is 
the bullock. Bullocks are employed not only for agricul¬ 
tural operations in the field, but also for lifting water from 
wells, grinding corn and crushing oil seeds and sugarcane. 
Obviously, therefore, an enormous number of bullocks are 
maintained in the country. But on account of the fact 
that both men and cattle derive their sustenance from the 
soil and there is already excessive pressure of population 
on land, the amount of fodder available for cattle is 
shockingly inadequate. Moreover, as the bullock is essen¬ 
tial for cultivation, it gets preference over the cow. The 
latter gets whatever is left after feeding the draught cattle. 
Generally, she is left to find food where she can. 
Naturally, the poor diet of the cow is bound to re-act un¬ 
favourably on her milk yield and her progeny. The former 
goes to reduce the supply of a valuable protective food 
for human beings, while the latter means inefficient culti¬ 
vation. The deterioration in the quality of the bullock is 
sought to be made up quantitatively. The number of 
bullocks, therefore, further increases. This in turn, aggra¬ 
vates the fodder situation still further, and in this way the 
vicious circle keeps on feeding itself. 

Thus there is the great need for a reduction in the 
number of bullocks. For this, mechanisation is essential. 
A tractor, unlike a bullock, does not derive its motive 
power from the produce of the soil. As such its use will 
lighten the burden on land and release a certain area for 
the growing of food crops. At the same time cows will 
also be better fed which will mean more milk and milk 
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products for man. It is estimated that in U. S. A. over 12 
million draught horses and mules have been replaced by 
tractors which, in turn, have made available about 33 million 
acres for the production of the food crops. Indeed, this is 
a very important aspect for India. 

IV 

Influence on Productivity 

There are quite many people who are of the view that 
mechanisation does not lead to greater productivity. They 
point out that except for the first time, crop yields are not 
sensitive to annual deep ploughing. Therefore, ordinary 
tractor-ploughing is not followed by an increase in yield 
per acre. But this is precisely what we need most. Greater 
and still greater agricultural production is our objective. 
We must, therefore, see whether mechanisation makes for 
greater production or not. Our choice shall mainly de¬ 
pend upon it. 

A simple method of testing the productivity of mecha¬ 
nised farm as against non-mechanised farm would be to 
compare the agricultural output of various countries. But 
though easy it is, it will be unjustified to jump to any 
definite conclusion on that basis. For we are told, and 
rightly too, that agricultural technique is only one among 
a host of factors that go to determine agricultural pro¬ 
ductivity. The nature of soil, climate, irrigation, 
seeds, manure, unit of cultivation, character and habits of 
the cultivators, system of land taxation, extent of planning 
and state aid are all directly connected with agricultural 
productivity. They act and re-act on one another and 
jointly determine productivity. It is not possible to isolate 
the influence of one and estimate its contribution. As such, 
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if in a country, where agriculture is mechanised, it is found 
that yield is greater than that of another country where 
farming is non-mechanised, the extra yield cannot be attri¬ 
buted to the technique of cultivation alone. As a matter of 
fact great disparity in productivity is to be found even 
between countries using the same technique because of 
wide differences in other factors. 

Perhaps a more reliable method would be to compare 
agricultural productivity in one country before and after 
the introduction of mechanical farming. Taking the case of 
U. S. S. R., we find a great increase in agricultural produc¬ 
tivity after the introduction of mechanisation. The table 
below will serve to illustrate this point. 



Yield per 

Acre 


1913 

1937 

Gram 

6 8 cwt. 

7*4 cwt. 

Cotton 

8’6 „ 

9*8 „ 

Sugar beet 

6-7 „ 

7*3 „ 

Oats 

23*2 bushels 

35*2 bushels 

Barley 

17*8 „ 

21'2 „ 


In the above table, the year 1913 is taken to represent 
pre-mechanisation period, while 1937 stands for mech¬ 
anisation period. From the table, it follows that mechanisa¬ 
tion leads to greater productivity. But here again we are 
asked not to draw any definite conclusion regarding the 
productive capacity of mechanised farming. The reason that 
is advanced is that such comparisons relate only to a few 
crops and to some individual year. And it is well known that 
agricultural production records great variations from year 
to year on account of changes in weather and other factors. 
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Thus it becomes difficult to prove conclusively that 
mechanised farming leads to increased agricultural 
production. But after a consideration of all the 
economic conditions, it can be safely said that large-scale 
farming is distinctly superior to small farming. And we 
' know that mechanisation goes hand in hand with large- 
scale farming. On large holdings, the cost of cultivation is 
low and the net produce per acre is usually higher. 
It is this fact which explains the rapid progress that 
mechanisation is making day by day in different countries 
of the world. Even in our country many big landlords are 
taking to mechanised farming, despite the fact that labour 
is regarded as very cheap in the country. Certainly in this 
age of commercial farming, lower cost of production is of 
the utmost significance. 

Besides the advantage of lower costs, we should also 
bear in mind that agricultural operations can be performed 
much more quickly by the use of machinery than by 
human or animal labour. The importance of speed as 
a factor in agricultural efficiency is not to be minimised. 
“Where, for instance, an unfavourable change in the weather 
frequently follows harvesting time, speedy harvesting, 
thrashing and storing of the crop may save it from much 
damage. The margin of time during which the various 
operations for the preparation of the soil and for sowing 
must be performed may also in some cases be narrow, 
for each agricultural operation must be adjusted to changing 
weather and moisture in the soil, and delay may spoil the 
growth of crops.” For India, where weather conditions 
are so uncertain, this has a special significance, 

m • 
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Scarcity of Capital Resources 

Next, our attention is drawn to the fact that mechani¬ 
sation of agriculture will require huge capital resources 
which are not available in the country. Our peasants 
are well-known for their appalling poverty. Many of them 
are under a heavy burden of debt. Therefore we cannot 
expect them to find the requisite capital resources for 
mechanisation of agriculture. But this difficulty of finance 
is confined not only to this sector of the economy. It is 
a general difficulty, perhaps the greatest that the economy 
of the country is experiencing at the present moment. That 
means help cannot be forthcoming from any other sector, 
including even the Government. The hands of Govern¬ 
ment are said to be already full, even more than full, with 
the various developmental and other schemes. In fact 
many of the urgent schemes have been held up because 
of paucity of funds. In view of this, it is said that 
it an attempt is made to mechanise agriculture, it will 
increase the shortage still further, creating thereby many 
more complications. Tractors, harvesters, etc. will then 
compete with other essential capital goods required else¬ 
where for the limited resources available in the country. 
As a result, progress in either direction will be arrested. 

* I * is very great indeed. But 

there is nothing to wonder at. It is a normal feature of 

a backward economy. In fact today we find ourselves in 
a vicious circle. As our economy is backward, savings 
are small ; and since savings are small, economy is under¬ 
developed. We must break this vicious circle. One 
way to do this is to greatly restrict the production of 
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consumers’ goods and divert resources to the production of 
capital goods. U.S.S.R. and Japan overcame this difficulty 
in this manner. They made savings compulsory and used 
most of the national income for producing capital equip¬ 
ment. But it is generally pointed out that this course of 
action is not suitable. It causes extreme privation and 
suffering to the people. And it is also said that “In a dem¬ 
ocratic country, efforts to cut consumption, or to kee^it 
low in favour of investment are sure to be resisted.” 

The other alternative is to borrow foreign capital which, 
again, is regarded as dangerous by many. But then it is 
not possible to have the cake and eat it too. If we are 
neither prepared to undergo the sacrifice involved in increas¬ 
ing internal savings, nor are we willing to take the risk of 
using foreign capital, then there remains the only alterna¬ 
tive of postponing all developments. 

But we need not pursue this point here any further, 
for that will virtually amount to a digression. What should 
be emphasised here is that there is the great need for the 
proper allocation of our scarce capital resources to the 
different sectors of the country’s economy. A list of prio¬ 
rity should be prepared, and we are sure that in that list the 
place of agriculture will be very high. 

VI 

Lack of Local Fuel Supply 

Another argument that is put forward to suggest that 
mechanisation of our agriculture is not possible is the lack 
of adequate fuel supply in the country. It is said that 
there is already an acute shortage of petrol and oil in 
the country. As such, if agriculture is mechanised, the short¬ 
age will become all the more acute, and our dependence on 
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foreign countries for the supply of oil and petrol will con¬ 
siderably increase. This will make our position very 
precarious. In case foreign supply, on account of any 
reason, is cut off, the whole economic life of the country 
will be simply paralysed- 

Though it is true that our resources in oil and petrol 
are very poor and there is the urgent need to economise in 
th|ir use so as to reduce our dependence on foreign count¬ 
ries, yet it must not lead us to the conclusion that in view 
of this, mechanisation of our agriculture is not feasible. 
For there are alternative fuels on which tractors can be run. 
It is possible, for example, to operate tractors on diesel oil. 
Besides this, there is a vast scope for manufacturing power 
alcohol from molasses which is a by-product of our sugar 
industry. Tractors, etc. can be easily adapted to the use of 
power alcohol at the best efficiency. Some sugar factories 
in the country have been using power alcohol as tractor 
fuel for years. As such the possibility of operating agricul¬ 
tural tractors on straight power alcohol appears to offer 
very great scope. 

VII 

Problem of Skilled Tractor Operators 

Similarly, it is also pointed out that we do not have 
enough technicians and skilled tractor operators in the 
country. Our farmers are too illiterate to be able to under¬ 
stand and handle the complicated modern farm machines. 
As things exist to day, this is very true. But this difficulty 
can be successfully eliminated, if there is a suitable plan 
and determination to execute it. For no one can say that 
our cultivators are inherently incapable of making improve¬ 
ments. If so far our cultivator has not been able to 
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apply to agriculture the knowledge and appliances which 
science has made available to him, this is not because he is 
inherently incapable, or that he does not fully understand 
his business, but because he lacks resources, organisation 
and even the necessary incentive to do so. In empirical 
knowledge, intelligence and industry, he compares favour¬ 
ably with the outside peasant. As such with proper facili¬ 
ties for imparting instructions in the handling and main¬ 
tenance of tractors and agricultural machinery, he will 
show very good results. 

In the beginning special efforts will have to be made 
by the Central and State Governments, They should, in 
co-operation with the manufacturers and importers of 
agricultural machinery, establish training centres at suit¬ 
able places. In course of time this difficulty will not be 
felt. In this age of automatic machinery, the problem of 

technical know-how is only a matter of time. 

VIII 

Conclusion 

Let us now sum up the results of our discussion so far. 
The analysis of the various objections shows that, in 
reality, they are not so strong and serious as to rule out 
the mechanisation of our agriculture. There are, no doubt, 
a number of difficulties in the way of mechanisation. Small 
unit of cultivation, for example, is a very great handicap. 
Difficulties will also be experienced in finding suitable 
jobs for the persons displaced, and in obtaining the necess¬ 
ary amount of capital, technical skill, even foreign exchange 
needed for the import of requisite machinery. Under the 
stress of these and other difficulties, the progress of mecha¬ 
nised farming in India is bound to be slow, perhaps very 
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slow in the short period. May be that for some time to 
come, we have to remain contented with the use of imp¬ 
roved indigenous implements. But all these diverse diffi¬ 
culties can be, given a proper plan and machinery to exe¬ 
cute it, successfully eliminated within a reasonable period 
of time. 

Ultimately, however, mechanisation of our agriculture 
will not only become feasible, but will be necessary and 
inevitable. With primitive farm equipment and methods 
of cultivation, it will be difficult, nay even impossible, to 
meet the needs of rapidly growing population and fast deve¬ 
loping industries. Even to-day, the country is confronted 
with a great shortage in foodgrains and raw-materials. 
Mechanisation of agriculture will considerably help us in 
raising production and the income of the farmers. That 
mechanisation is capable of it, has been amply demonst¬ 
rated by the history of agricultural development of several 
advanced countries of the world, notable among them 
being U. S. S. R., U. S. A., Canada and Australia. 

Some of those who doubt the productive efficiency of 
mechanised agriculture seem to look at the problem from 

a narrow view-point, and that causes a good deal of con¬ 
tusion. Mechanised agriculture should not be taken to 
mean literally tractor-farming only, though it is an impor¬ 
tant part of it. It includes within its scope the applica¬ 
tion of mechanical power to irrigation, transport and other 
allied spheres. The importance of mechanical irrigation and 
mechanised transport in the determination of agricultural 
efficiency and prosperity cannot be over emphasised. What 
tremendous improvement will be brought about in the 
agricultural economy of the country by the process of 
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mechanical irrigation has already been emphasised. It will 
not only provide adequate water to our fields at the proper 

solution 1 ^ 1P ’ beSid6S generatin g P° wer - in ‘be 

n of difficult problems connected with control of 
oo water, soil erosion, afforestation, etc. Similarly 
development of mechanised transport in the country is 
highly essential, if we are to have mixed-farming, vegetable 
and fruit-gardening with their perishable commodities. 
Viewed in this way, mechanisation of agriculture in 

" “ I$ b0th necessar y and desirable, though at the present 
‘he possibility of progress in this direction is, indeed, very 
limited. But before machines can play an important role 
m our economy, we will have to do certain things. In 
me first place, we have to create facilities for imparting ins¬ 
tructions in the handling and maintenance of tractors and 
‘her agricultural machinery. Secondly, there is the need 
have sound knowledge of the type of equipments needed. 

IndL nmen !, S Sh ° Uld be madC t0 eV0lve desi S ns sui ‘able to 
in “ cond “ ions ' Finally, we must make suitable changes 
our agronomic practices to adapt them to mechanised 

arming. “Modern agricultural machines are very power- 
tools which can either bring great benefit by approp- 
na c and timely use, or if applied improperly and untimely, 
y cause irreparable damage to the soil.” 


CHAPTER VII 

COMMUNITY DEVELOPMENT PROJECTS 

October 2,1952 marks an important landmark in India’s 
socio-economic development because it was on this day that 
the community development programme was inaugurated 
on a nation-wide scale. The programme is based on an 
integrated approach to the problem of rural uplift, and in 
the words of our Prime Minister it is expected that it 
“would usher in a revolution in the country. It would be 
a peaceful revolution, a revolution that would not see any 
upheaval, any bloodshed or chaos. It would be a 
revolution through cooperation.” 

However, it should be noted that although the term 
‘Community Project’ is new and has an exotic flavour, 
the concept is a very old one ; it has a record of history in 
this country. The need for rural development and regene¬ 
ration has been felt in the country for a pretty long time. 
This is because India is mainly a land of villages. More 
than 80 per cent of the people live in the rural areas and 
it is there that the country’s most important industry, viz. 
agriculture is carried on. The country-side has, therefore, 
a tremendous importance in India’s national economy. 
It is this fact which made rural uplift the principal item in 
Gandhiji’s programme for India’s renaissance. But during 
the days of foreign rule little could be done in this 
direction. While voluntry efforts lacked material resources, 
the approach of the Government was highly narrow 
and technical. The Government never took into account all v 
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aspects of rural life, and also there was no proper coordi¬ 
nation in its activities. 

The community projects have been designed to 
rectify these defects. But will they result in galvanising 
India’s country-side ? Will the dream be fulfilled ? Before 
we take up this question, let us know the programme. 

The Community Development Programme 

According to the Five Year Plan “Community Develop¬ 
ment is the method and Rural Extension the agency 
through which the five year plan seeks to initiate a process 
of transformation of the social and economic life of the 
villages.” For that purpose the Government have made a 
plan to start 55 community development projects all over 
India. Each community project would cost a total expen¬ 
diture of Rs. 65 lakhs, out of which Rs. 32 lakhs would be 
spent immediately, Rs. 26 lakhs in the second year and the 
remaining amount in the third year. The expenditure 
will be both in rupees as well as in dollars —58 5 lakhs of 
rupee expenditure and Rs. 6*5 lakhs of dollar expenditure. 
The recurring expenditure will amount to Rs. 12 99 lakhs, 
and non-recurring expenditure to Rs. 52*01 lakhs. That 
means on a basic type of rural community project without 
the provision for an urban unit, the estimated expenditure 
for three years (the time necessary to complete a project) 
comes to Rs. 65 lakhs only. The estimated cost of a com¬ 
posite type of project i.e., a project with an urban unit, is 
Rs. Ill lakhs. The 55 community projects are estimated to 
cost Rs. 38*38 crores, of which the U.S.A. contribution will 
be only Rs. 4 crores. These projects cover an area of 26,950 
sq. miles in 18464 villages with a population of 15*19 mill- 
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ions. In each project there will be approximately 300 
villages with a total area of about 1,50,000 acres and a 
population of about 200,000. The project area is divided 
into 3 development blocks, each consisting of about 100 
villages and a population of about 60,000 to 70,000. The 
development block is, in turn, divided into groups of 5 vill¬ 
ages each, each group being the field of operation for a 
village level worker. 

According to the final estimates of the first Five Year 
Plan, 75 per cent of the non-recurring expenses are to be 
borne by the Centre and 25 per cent by the State Govern¬ 
ments. In respect of recurring expenditure, 50 per cent is to 
be met by the Centre and 50 per cent by the States. Loans for 
self-financing schemes will be given by the Central Govern¬ 
ment. It is also expected that after three years, the entire 
expenditure will be met by the State Governments. 

Administration 

Regarding the administration of these projects, there 
will be a Project Advisory Committee representative of all 
the non-official elements within the project area, which will 
assist the Project Executive Officer in the planning and 
execution of the programme. Since the participation of the 
people is of the very essence of the programme, Bharat 
Sevak Samaj is likely to be set up in project areas to secure 
the participation of the villages in the execution of the pro¬ 
gramme. A special organisation has been set up at the Centre 
known as the Community Projects Administration which 
functions under the guidance and supervision of the Central 
Committee appointed under the Indo—U. S. Technical 

Co-operation Agreement. 
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The Various Aspects 

The main lines of activity which will be undertaken in 
a Community Project are as follows: agriculture and 
related matters, communications, education, health, supple¬ 
mentary employment, housing, training and social welfare. 
Agriculture has been given top priority with a view to 
augment food production. Nearly one third of the ex¬ 
penditure will be incurred on small irrigation schemes. 
The provision for assistance from the U. S. Government 
in manures and fertilisers is included in the Indo-U. S. 
Technical Co-operation Agreement. India will be receiving 
108,000 tons of fertiliser from U. S. A., which will be 
supplemented by supplies from the Sindri factory. The 

T. C. A. provides for the opening of 25 Village Worker’s 

Training Centres, besides the centres opened by the Ford 

Foundation. 

The Community Development Scheme has not neglec¬ 
ted health and education too. The health organization of 
the project area will consist of primary health units and a 
secondary health unit equipped with a hospital and a 
mobile dispensary at the headquarters of the project area 
and serving the area as a whole. It is hoped that at least 
primary education will make a considerable headway in 
such areas. Further, improved agriculture and increased 

production would pave the way for a better economic status 
and higher level of education. 

Their Inauguration 

These community projects were started on October 2, 
1952 with a broad cast from the President of India, Dr. 
Rajendra Prashad. He made an appeal to develop a spirit 
Yajna” so that the work that has been undertaken may 
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be successfully completed. Spirited appeals for public 
cooperation and voluntary labour were also made by a 
number of public leaders. Initially the work was started 
in 75 development areas of the 55 community projects. 

The latest reports indicate that the work has started in 
full swing and initial success has been obtained. The 
Government has launched an intensive propaganda drive 
to obtain still greater success in this direction. Accord¬ 
ing to one press report, the success obtained is encourag¬ 
ing enough, though the tempo of progress has not been 
the same every where. 

During the first few months, scores of miles of village 
roads were constructed, dozens of cooperative societies 
and Panchayats were formed, and agricultural extension 
service had taken root in the project areas. In addition to 
these, a number of schools and health centres were opened, 
extensive veterinary services, concentrating mainly on the 
protection of cattle against diseases, were undertaken, 
thousands of compost pits were dug and a number of 
agricultural demonstration centres were started. 

Further 23 centres of village level workers were also 
started and 62 persons had been trained and posted at 
different project areas. An additional batch of 1196 per¬ 
sons is also now undergoing training. The press reports 
indicate that considerable popular co-operation has been 
achieved. 

/ 

Varied Attacks 

Inspite of the above mentioned achievements and a 
thoroughness with which schemes were, drafted and launch- 
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ed, critics both from the left and the right have not spared 
the Government. To some extent it is quite natural since 
it is the first large scale experiment undertaken by the 
present Government. The amount of money that is going 
to be spent is also not small. The First Five Year Plan has 
made a total provision of Rs. 90 crores under this head. 
According to present calculation a total amount of Rs. 
1000 crores would be necessary, if the whole country is to 
be covered by such projects. An equal amount will have 
to be devoted in cash or kind or in the form of manual 
labour by the people. Naturally the people concerned are 
fearful of the financial aspects of community project 
schemes. And it actually seems to any observer that such 
an amount is excessive taking into account the poverty of 
the people. Perhaps some such fear led an eminent 
Gandhite, E. W. Aryanayakam to say : “The fear is that 
these Community Projects, if worked out according to the 
Draft Plan will impoverish the villages and seriously 
undermine the morale of the villagers.” 

Fears arc also entertained over the issue of foreign aid. 
It is felt by some people, known for their honesty and 
integrity, that for too little an amount, the Government of 
India have promised too much to the U. S. Government in 
the T. C. A. pact. Dr. J. C. Kumarappa, the well known 

Gandhian thinker and economist writes: “While the U.S.A. 
contributes only about two annas in the rupee, it is given 
a controlling voice in the affairs of the community projects. 
Why should we receive this two annas on bended knees ? 
If we have no funds to cover 55 projects, why not cut down 
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the scheme by one-eighth, make it 48 projects only and 
maintain our self respect? It will hardly make any differ¬ 
ence, while it will add to our self-help and experience.” 
This criticism which has been voiced from many quarters 
has a good deal of weight in it. Apart from losing one’s 
respect and granting diplomatic immunity to the foreigners 
who will come to India to assist in the execution of com¬ 
munity projects, certain economists and political thinkers 
doubt even the bonafide of American aid. For example, 
Shri Suresh Ramabhai, an old Gandhite says, “The U. S. 
Government hereafter acquires the undisputed right to 
start and develop such enterprises or concerns in India 
as may help it to secure for itself a permanent market for 
its finished goods or build up a pucca ban-do-bast(a sold 
base) to obtain the requisite raw materials for home 
consumption. It thus obtains a free hand to build the 
American economy on firm foundation and for all time. 
In other words, under the agreement the agriclture of India, 
our handicrafts and industries, our trade and commerce, 
our workers and houses may be recklessly thrown at the 
mercy of the U. S. Government and capitalists.” 

Though these criticisms may be over-worded, the fear 
behind U. S. money is clearly underlined. It is quite 
natural for a country which has only recently emerged 
from slavery, and for people who intend to keep their 
country aloof from the nerve racking cold war that is go¬ 
ing on between the two titans in theU. N. O. and outside. 
The so-called Experts 

A more vigorous criticism is levelled against the so- 
called experts imported from outside. They, in many 
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cases, do not know our people, our soil and our heritage. 
Traditions in India are different from the West. The Indian 
ryot is poor and illiterate. To teach him is to first live 
like him, to know his conditions, his complexes, his dis¬ 
trusts and conservatism. Any one who goes to the village 
with an air of superiority is bound to fail in his attempt. 
Moreover, it is doubtful if India is really so poor in men 
that for teaching ordinary agricultural processes foreign 
‘know-how* is needed. 

The Etawah Project 

In this connection generally the Etawah pilot project is 
quoted as an example. There are people who extol it to 
the sky as a unique experiment, while others run it down 
as a big hoax. But if a fair view of Etawah experiment 
is taken, it will reveal substantial achievements together 
with certain glaring defects. For example, the yield has 
improved from 20 to 25 per cent. There has been some 
improvement in the irrigational facilities also. Cerain 
useful cultural activities are also being carried on with a 
view to educate the villagers About the drawbacks, the 
general complaint is that the seheme is very expensive. No 
less than 125 persons from the District Planning Officer 
down to the Gram Sewaks are employed exclusively in the 
Project. A huge sum is being spent on them and that is 
to go on 'for ever and ever.’ Secondly, Etawah project 
does not attach adequate importance to the basic problem 
of providing full employment through the development 
of cottage industries. The unemployment problem stares 
the Government in every area, and unless adequate pro 
vision is made for th< development of cottage industries 
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as subsidiary and supplementary occupations for the 
people, not much can be expected in this regard. Another 
criticism which is true of all the projects is the system of 
education adopted for these areas. All the elementary 
schools are being run on the old lines of academic and 
literary education. It is no use educating the adults in 
rural reconstruction work, when their children are being 
trained for ‘Babuship* in the cities. A system of basic 
education laying more emphasis on vocational and 
manual training would have been better. 

Land Reforms Left Out 

Again, the whole scheme of development projects 
completely by passes the question of land reforms. 
Acharya Vinoba Bhave has criticised this aspect of 
Community Projects very severely. There is poignant land 
hunger in our country today, and it has to be satisfied at 
the earliest opportunity. Acharya Vinoba Bhave is show¬ 
ing one way; China has shown the other. Whatever we 
choose, the result must lead to the distribution of land 
among the peasants. Without that basis the whole scheme 
will be like a house of cards which will collapse as soon as 

the financial help from Government is withdrawn. 

Public Cooperation 

The community development project schemes have 
made a provision for public cooperation. But this co¬ 
operation is being sought only in the advisory capacity. 
Moreover, even though lip service is paid to self-help and 
effort from the bottom, the whole scheme is going to be 
run by the officers trained at such places as Nilokheri. That 
means an addition to the already top heavy bureaucratic 
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administration in our country. The whole scheme, one 
fears, is being imposed on the villagers. Undoubtedly the 
villagers are poor, but if their active assistance is sought 
in day to day execution of work, it will prove helpful both 
in their education as well as in the creation of proper 
psychological atmosphere. In this way the wide gulf bet¬ 
ween the ‘common man’ and the officers will be bridged. 
The lack of confidence of the villagers both in official 
schemes as well as in the officers who come to execute 
those schemes is well known. That is a great psychological 
obstacle which can be overcome only when social reforms 
are initiated with peasants’ direct assistance and help. 
Unfortunately our officers remain as ignorant as ever, 
even after the training. This is what the Statesman s special 
representative after a visit to the camp says,“A great deal 
of unlearning appears necessary before the right type of 
project officer emerges from Nilokheri. It seems doubtful 
too, whether a month’s training will suffice. Not many 
officers can yet distinguish between a rice and a jawar field. 
The trainers also need to learn the difference between dress¬ 
ing for office and dressing for village work.” 

Sarvodaya—A Comparison 

Here it will not be out of place to make a 
comparison between the scheme of community de¬ 
velopment projects launched by the Government of 
India and the ideas of Sarvodaya as propounded by 
Gandhiji. Prof. S. N. Agarwal. a well-known Gandhian 
economist, says, “The objective of the community projects 
in the draft outline is stated as ‘the greatest good of the 
greatest number.’ This is the old ninteenth century ideal 
of Bentham and John Stuart mill. Mahatma Gandhi, on 
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the contrary, upheld the ideal of Sarvodaya, or the 
well-being of all in all phases of life. The philo¬ 
sophy of Sarvodaya, in terms of Ruskin by whom 
Gandhiji was much influenced, is the ideology of 
unto this last, or the paying of special attention to the 
welfare of the lowliest and the humblest, or the ‘dregs’ of 
our society. The Gandhian constructive programme not 
only emphasised the well-being of all but also touched 
all spheres of individual, social and national life.” 

In the community projects, such Gandhian programmes 
as the social uplift of women,the so-called untouchables 
and the tribal people, find no place. Without tackling the 
social problems of the community, it will be impossible to 
build on sound foundations. The process of social transfor¬ 
mation must start. Some will like it to be rapid, while 
others will prefer a slow and steady progress. But un¬ 
fortunately except granting juridical and legal equality, 
the present Government have not been able to do any¬ 
thing else. To plan the Indian rural society on the lines 
of the American community projects will bring no good. 
After all the problems in India are not merely economic; 
they are social, institutional, political, cultural and 
economic, all mixed together. A plan for the development 
of community should have been a bold and integrated 
plan for complete social rejuvenation and change. 
Dynamism in social life is needed so that all those ante- 
quated customs and beliefs, the superstition and illi¬ 
teracy, the irrational mode of our lives and the atmosphere 
of fatalism and despondency may be completely wiped out. 

Actually the problem of India’s masses can be reduced 
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to the crisis of leadership. Our leadership, as it exists to¬ 
day, is hardly in a position to cope with the situation. It is 
old and weak. A new leadership in every town and 
village, in every State and ultimately in the whole country 
must be evolved by the people, if the present impasse is to 
be removed. Let us hope that will be possible of the 
genius of the Indian people. 


CHAPTER VIII 
LAND TENURE SYSTEM 

Of the various factors that contribute to the well¬ 
being or otherwise of the agricultural industry, the system 
of land tenure is by far the most important. The term “land 
tenure stands for the system of rights and obligations of 
the members of the rural community in relation to the 
landlord and state. It refers to the terms or conditions 
upon which land is held or possessed ; it defines that 
legal relation in which the holder of any land stands to 
the Government or any other superior landlord. In brief, 
the system of land tenure relates to the question of 

intermediary interests, land utilisation and distribution of 
farm income. 

Obviously that system of land tenure is ideal which 
provides for (i) maximum utilisation of land in the 
general interests of the community, (ii) most efficient 
cultivation and progressive farming, (iii) fair distribution 
of farm income, (iv) opening up of opportunities for a 
further development of peasants’ personality, and (v) peace 
and social progress in the country-side. The cultivator 
will have the incentive to produce more and better only 
when he enjoys security of tenure and is assured of 
fair return for his labour. So a land system to be ideal 
must allow for both security of tenure and fair return 
for labour. At the same time it should be so designed 
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as to promote the well-being of the whole man and to 
subserve desirable social ends. Certainly social values 
must not be sacrificed for the sake of economic efficiency. 

For the past few years the various State Governments 
in our country have been carrying out land reforms in 
their respective territories with a view to make agriculture 
efficient and progressive and also to create new social 
values. But before we study these reforms, it will serve 
as a good background to know the main features and 
defects of the prevalent land systems before the introduc¬ 
tion of reforms as also the various alternatives that can 
be suggested in this connection. 

II 

Main Land Tenures of India before the Reforms 

Broadly speaking, the land in most parts of India 
before the recent agrarian reforms was held in one or 
other of the three major systems. These were (i) the 
Permanently Settled Estate System, (ii) the Temporarily 
Settled Estate System, and (iii) the Ryotwari System. The 
permanently settled estate system covered nearly 25 per 
cent of the area. It prevailed in most parts of Bengal 
and Bihar, about one-half of Orissa, about one-third of 
Madras and smaller parts of Assam and Uttar Pradesh. 
The temporarily settled estate system accounted for 39 
per cent and prevailed in Uttar Pradesh, nearly the 
whole of Madhya Pradesh (but not Berar), about one- 
fourth of the State of Orissa and in some areas in the 
States where the permanently settled estate system 
prevailed. The ryotwari system, which covered about 
36 per cent of the land, prevailed in the rest of the country. 
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The broad distinguishing features of these three 

major land systems of the country were briefly as 

follows : The revenue was fixed in perpetuity under the 

permanently settled estate system, whereas it was revisable 

under the other two. Another well-known distinguishing 

feature was that while under ryotwari the land revenue 

was assessed on individual pieces of land and the actual 

occupant, who possessed a permanent and heritable 

right of occupancy, was liable for its payment ; under 

the permanently and temporarily settled estate system, the 

unit of assessment was the “estate” and the holder of the 

estate (commonly called the proprietor), and not the 

actual occupant of land, was responsible for the payment 
of land revenue. 


In this connection, it is necessary to refer to an 
essential common feature of all the three major systems 
There was in respect of every individual piece of land 

a person known as occupancy-right-holder. He held the 

land on a permanent and heritable tenure and generally 
also possessed the rights of transfer. Under the ryotwari 
system the occupancy-right-holder paid land revenue to 
the Government, while under the other two systems he 
paid rent to the proprietor of the estate. Both the 
payments were similar in character in the sense that 

CenerllT 6 ° D 3 P^ely contractual basis. 

Generally speaking, occupancy-right-holders, instead of 
cultivating lands themselves, used to lease their lands to 
tenants and they, in their turn, to sub-tenants on term, 
which inhibited efficient cultivation. Thus not land but 
man behind the plough used to be exploited. 
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III 

Defects of these Systems 

Under all the existing land systems small holdings 
were the rule, large holdings were relatively few in number. 
There was to be found a strong tendency, which was 
directly relatable to the rights of inheritance and transfer 

of land, to a progressive diminution in the size of hold¬ 
ings and their fragmentation. This increasing sub-division 
and fragmentation of our agricultural holdings constituted 
as one of the principal defects of our land system. It 
stood in the way of proper utilisation of land, leading to 
poverty of the soil and poverty of the cultivator. 

Further, and that is even more serious, there was the 
great evil of sub-letting. This evil was not confined to 
any particular system ; it was universally present, though 

m differing degrees, in all the different forms of our land 

system. Taking t^e country as a whole, about 80 per cent 
of the land was cultivated by farmers who did not own 
the land. In other words, four-fifths of our land was in 
the hands of absentee landlords who were simply rent- 
receivers. They did not themselves attend to cultivation 
but gave their lands on lease to tenants for purposes of 
cultivation. In many cases the tenants also did the same 
thing, sub-letting the lands to others. Thus there grew 
up a large number of absentee landlords and intermediaries 
between the actual tiller and the State who extracted 
income from land without performing any useful function. 

Although the terms of tenancy varied, it was generally 
based on the crop-sharing system. The tenant had to 
bear himself all the expenses of cultivation and 


was 
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usually required to pay over 50 per cent of the gross 
produce as rent. Obviously in a country of small hold¬ 
ings, such high proportions of rent-payments were 
excessive. Certainly this amounted to rack-renting. More 
often than not, the portion of the produce that remained 
with the tenant after meeting the expenses of cultivation 
and payment of his rent, used to be simply insufficient 
to maintain him and his family. No wonder then that he 
remained so poor ; and being poor, he lacked the means to 
effect improvements on his holding or even to maintain 
the existing low fertility of the soil. This naturally 
hindered production and made agriculture backward. Not 
only this. Being rack-rented and unable to make both 
ends meet, very frequently he had to turn to the money 
lender for help,—a very costly help indeed, resulting 
in alienation of land and steady increase in the number 
of landless proletariats. 

Further, under the existing arrangements the tenant, 
besides being rack-rented, had no security of tenure 
which, as pointed out earlier, is a condition precedent 
to efficient and progressive farming. In many cases the 
tiller was a mere tenant-at-will liable to ejectment at the 
sweet-will of the holder. Naturally, therefore, he had not 
the necessary incentive to make improvements of any kind. 
He was not sure whether he would be able to enjoy the 
fruits of his labour and capital investments. Certainly this 
was bound to hinder efficient utilisation of land. 

The system of leasing would not have been so bad, 
if the landlords and occupancy-right-holders were to take 
interest in the cultivation of land, to exercis^ close 
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supervision over their tenants, and to assist them in carry¬ 
ing out improvements in agricultural operations. But actual¬ 
ly barring some honourable exceptions, they did hardly 
any thing of this kind. They neither did any service to the 
land, nor to their tenants, although a great portion of the 
agricultural wealth went into their pockets. Thus as far 
as our agriculture was concerned, they were simply 
parasites, living on the exploitation of others. Obviously 
enough, a land system in which a large proportion of 
wealth from land went to maintain a parasitic class in 
idleness was unjust and incompatible with efficient farming. 

Thus, in brief, our land system resolved into one where 
land was nobody’s concern. The tiller had a depressed status. 
He was rack-rented and poor. He also lacked security. Con¬ 
sequently he had neither the means, nor the necessary in¬ 
centive to effect improvements. At the same time the 
landlord, assured of high profits from cultivation through 
his tenants, felt satisfied and as such took little interest in 
extension of cultivation or in making improvements on 
land. 

Viewed in this way the semi-feudal land system of 
the country was the chief cause of our agricultural 
backwardness. It had cramped both men and crops. It 
was economically inefficient, politically inexpedient and 
socially undesirable. Therefore from every view-point, it 
needed to be completely scrapped. Without this the 
successful reorganisation of agriculture was impossible. 

Yet during the days of British regime, the Govern¬ 
ment did not do any thing to replace this out-moded 
semi-feudal land system in which land had virtually 
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become nobody’s affair. Only some Tenancy Acts were 
passed in different parts of the country. But certainly 
they could not result in any significant improvement in 
the situation. Instead they gave rise to a system of 
dual ownership where the landlord was reduced almost 
to the position of a mere receiver of rent and yet the 
tenant was not the owner. Such a state of affairs was to 
nobody’s advantage. As a matter of fact it invited more 
troubles. For instance, it created more bad blood 
among the people and encouraged class war in the country¬ 
side. Besides, the complexities of the tenancy legislation 
also led to more litigation between tenants and landlords 
where the latter, on account of greater ability and 
resources, inevitably proved to be the stronger party. 

When the Congress Party came into power on the 
attainment of independence, the Congress Ministries started 
tackling this problem rather enthusisatically and also com¬ 
paratively in a more comprehensive way. The emphasis 
now shifted from protecting tenants through tenancy 
legislation to the acquisition of the rights of landlords 
and intermediaries by the State. Abolition of the 
existing semi-feudal system now became the main 
objective. This was indeed to be welcomed for no 
half-measures could satistfactorily remedy the defects of 
our land system which needed complete scrapping. 

Though it took more time than originally expected, 
Zamindari has been abolished in Uttar Pradesh, Madhya 
Pradesh and Madras, and it is in the process of abolition 
in Bihar, Assam and Orissa. Legislation for the abolition 
of Jagirdari has also been enacted in Rajasthan, Madhya 
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Bharat, Hyderabad and Saurashtra. Further in States such 
as Bombay, Punjab and PEPSU elements of superior 
rights have been eliminated or in the process of elimina¬ 
tion. Similar efforts are being made at other places as 
well. As a result of the elimination of these rights the 
State will be able to come into direct contact with the 
occupier of the land. 

While the abolition of intermediary rights is no doubt 
a thing of great achievement in the field of land reform in 
the country during recent years, it needs to be remember- 
ed that what is of even greater significance is the future 
pattern of land system that is desired to be introduced in 
its place. Much of the success in this vital task of agri¬ 
cultural development will depend udon it. 

IV 

Alternative Systems 

Now accepting that the existing system must go and 
in fact it is already going in its present form, we have to 
consider the vital question of what next ? Which system 
or systems should we accept in the place of those which 
are being scrapped ? While making a choice, we must see 
that the future pattern makes for the maximum utilisation 
of the resources in agriculture and the highest possible 
standard of living for the community. We must 
also see that the new system is so designed as not only 
to increase economic efficiency and create enough material 
wealth but also to “promote the well-being of the whole 
man and to create new social values suited to the genius 
and traditions of our country.” In brief economic efficiency 
and creation of new social values should be our two-fold 
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objectives. Keeping this in mind, let us briefly examine 
the various alternative schemes. 

Broadly speaking, the alternative schemes of organi¬ 
sation are : (i) State Farming, (ii) Capitalist Farming, 
(iii) Collective Farming, (iv) Peasant Proprietorship, and 
(v) Co-operative Farming. Since collective and coopara- 
tive farming and to some extent even peasant proprietor¬ 
ship have already been discussed in Chapter II of the book, 

here only a brief reference of them would be sufficient. 

1. State Farming 

Under this system land would be nationalised and 
managed by government officials. The cultivators would 
thus be reduced to the status of wage-labourers. 

The only country where state farming has been 
attempted on a fairly large scale is U.S.S.R. In 1939 there 
were nearly 477 state farms. But the record shows that in¬ 
spite of rigid control of the State over the entire economy, 
the State farms have not been a success. In his report to 
the seventeenth Congress of the Party in 1934, Stalin 
observed, “It must be admitted that they (State farms) 
still fail to cope with their tasks. I do not in the least 
under-estimate the great revolutionising role of State 
farms. But if we compare the enormous sums that 
State has invested in the State farms with the actual results 

they have achieved to date, we will find an enormous 
balance against the State farms.” 

It is extremely doubtful whether in our country the 
scheme of State farming, if put into practice on a fairly 
large scale, would prove commercially and otherwise 
successful. Of course it would not be very fair to say that 
State farms cannot be commercially successful, because 
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the incentive for efficient production would be weak both 
in the managers and in the agricultural workers. Such 
an argument is raised against every kind of nationalisation. 
But from that point of view in the modern industry also, 
the managers and workers are hired. They do not own 
the factories in which they work. Similarly in big 
capilalist farms, a number of paid managers and workers 
are engaged to run its various departments. Economic 
incentives can be provided even in state enterprises. This 
is 'borne out by the experiences of nationalisation in 
different countries of the world, However, in our country 
the record is not very encouraging. In many cases state 
farms have been models of reckless expenditure ; and if 
the pay of officials and other miscellaneous expenses be 
included, the cost of production would probably be 
too high. 

Apart from this, state farming has many social and 
political implications which make it unacceptable to us on 
any large scale. The Constitution of free India guarantees 
to protect the institution of private property, whereas the 
system of state farming involves its complete abolition. 
Again, it will lead to over centralisation of powers—social, 
economic and political—, and hence will be incompatible 
with the democratic way of life to which we are now 
pledged. 

Although large scale reorganisation of our agricul¬ 
ture on the basis of State farming will be unacceptable 
to us, the establishment of a number of State farms for 
purposes of experiment, growing good seeds, demons¬ 
tration of improved methods to cultivators and such other 
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purposes will be a desirable policy. The areas which are 
being reclaimed offer a good opportunity for the estab¬ 
lishment of State farms. The State with its vast resources 
can bring such areas under cultivation and thereby increase 
the volume of production. 

2. Capitalist Farming 

It has been suggested that after acquiring the proper¬ 
ty rights in land, the State may auction the land to private 
capitalists for scientific cultivation subject to certain 
conditions relating to minimum wages, conditions of 
work, etc. It is held that such a system will lead to the 
fullest utilisation of land resources, and if proper condi¬ 
tions are imposed, it will give good wages to labour and 
make for better housing and other amenities. It will also 
facilitate the growth of agro-industries in the country. 

Yet the very basis on which the whole case is built 
is weak. It is very doubtful that a large number of 
capitalists will be ready to invest their capital in agriculture 
when industrial and commercial opportunities are avail¬ 
able. This is very well borne out by our past experience. 
Leaving a few exceptions, hardly any interest has so far 
been shown by such landlords in reclamation of waste or 
development of their homelands. And even if we accept 
for a moment that private capital will be forthcoming in 
adequate amounts and that under proper safeguards the 
system will lead to improved land utilisation, it cannot 
gain our support for it will not be desirable from social 

and political points of view. Surely “a system that 
would deprive the agriculturists of all their rights in land, 

reduce them to the position of industrial labourers and 
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subject them to capitalist exploitation hardly deserves 
serious consideration.” 1 

3. Collective Farming 

The essential features of collective system, its organi¬ 
sation and also the reasons for its unsuitability as far as 
our country is concerned have already been discussed in 
detail. Here only a few words by way of summarising our 
already established case against the adoption of collecti¬ 
visation in the country will serve the purpose. 

Under collective farming, ownership of all land, stock 
and capital vests in the community as a whole. There is 
no private property in land and individual holdings are 
completely abolished. The work of cultivation is carried 
on the whole farm as one unit of organisation under a 
management committee elected from among the members. 
The committee lays down programmes of daily work, 
directs and supervises the performance of all agricultural 
operations. It organises credit, marketing, insurance etc. 
and also makes arrangements for special social services 
such as education, medical aid and recreation centres. 

Members of the collective farm are treated as equals, 
but their wages are not necessarily equal. Wages are 
received according to the nature and extent of work done 
by them. The profits of the farm are generally distribu¬ 
ted on the basis of wages earned by each member. In 
certain cases, however, both production and consumption 
are communal. In such cases a member shares in every- 

1. Report of the U. P. Zamindan Abolition Committee Vol. 
J, page 
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thing provided by the farm—food, clothing, housing, etc— 
by virtue of being a member, and not in proportion to the 
work done by him. He works not with the motive of 
personal gain but from a sense of duty, for the well-being 
of the group as a whole. 

Collective farming has been tried in different parts 
of the world notably in U.S.S.R., Mexico and Palestine. 
About its success opinions are sharply divided. This is 
partly because of ideological differences and partly 
because of the lack of adequate and authoritative 

data. Yet on the whole it seems safe to assume that it 
has achieved a fair measure of success. 

But so far as we are concerned, it has little possi¬ 
bilities at any rate for some time to come. There are 
both constitutional and sentimental difficulties in its way. 
It involves complete abolition of the right of private 
ownership of land, a right which is highly valued and 
respected in the country. Even in the Constitution of 
free India, it has been recognised as one of the fundamen¬ 
tal rights of the citizens of the country. In view of this 
it can be introduced only when it becomes a declared 
objective of State policy. But any such attempt to 
establish collectivisation is bound to be resented and 
opposed by the peasants as a class on account of the deep 
attachment to the ownership of land that is to be found 
in the country. And this becomes all the more justi¬ 
fiable in case the owners of factors of production in other 
sectors are left undisturbed. So the question of reorganis¬ 
ing our agriculture on the basis of collective farming 
would arise only when all the sectors of the Indian 
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economy were transformed into a completely socialist 
system. 

4. Peasant Proprietorship 

The number of those who advocate peasant proprie¬ 
torship as the future pattern of our agricultural economy 
is quite large. Under this system all intermediary rights in 
land will be abolished. The peasant will be the proprietor. 
He will possess a permanent, inheritable and transferable 
right in land. He will cultivate the land himself and 
pay the revenue fixed on his holding to the State. There 
will be direct relationship between the peasant and the 
State. 

The arguments that are generally putforth in favour 
of peasant proprietorship can be summarised, as has been 
done by Prof. P. N. Driver, thus. 

1. It will give maximum employment to the labour 
available. 

2. It will bring about economic de-centralisation 
and provide an independent means of support 
to the majority of our producers. 

3. It will preserve liberty and democratic rural 
society and also establish social stability and 
self-respect. 

4. It will give the greatest possible yield per acre 
and maintain maximum soil fertility. 

5. It will suit our social structure and satisfy the 
peasant’s love for land. 

The case for peasant proprietorship thus appears to 
be rather very strong. It has a great psychological and 
sentimental appeal in as much as it satisfies the peasant’s 
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love for land. It provides the necessary incentive for 
maximum effort and efficiency. Yet it needs to be pointed 
out that in its pure and full-fledged form it will not be very 
helpful in the effective solution of our major agricultural 
problems. The most intractable feature of our agrarian 
economy is the small size of holdings occupied by the 
vast majority of our cultivators. As long as this feature 
continues, there can be no effective solution of the problem 
of low production and crushing poverty of the cultivators. 
But peasant proprietorship has no real remedy to offer 
for this. Reclamation of waste land and its distribution 
among uneconomic holdings will not help in increasing 
the size of holdings to any significant extent. Redistri¬ 
bution of large farms among small holdings will also not 
be of much help. And, as has already been shown, 
consolidation of holdings, whether on a voluntary or 
compulsory basis, can be no permanent and effective 
solution for uneconomic units unless the laws of in¬ 
heritance are radically changed for which there is not 
much possibility at the present. 

Further the provision of untrammelled right of trans¬ 
fer will stand in the way of the successful maintenance of 
peasant proprietorship. It is true that there would be 
fewer transfers as there would be no landlord with a 
right to eject his tenant, yet so long as land remains a 
marketable commodity, sale and purchase of land would 
continue to take place. Thus it would be difficult to 
prevent multiplication of holdings. And with small hold¬ 
ings, the necessary amount of capital and organisation 
would not be available for the development of agriculture. 
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Thus we find that peasant proprietorship has many 
advantages to its credit. But it can be successful only 
when it is carefully regulated and aided by the State. By 
law the State must adopt compulsory re-stripping opera¬ 
tions so as to establish economic holdings. Further, the 
economic unit thus constituted has to be protected against 
further subdivision. This will necessitate changes in the 
law of inheritance. At the same time economic holdings 
will have to be non-alienable and sub-letting prohibited as 
a general rule. Even then cooperation in agriculture will 
be necessary to get the best out of planned peasant pro¬ 
prietorship. 

5. Co-operative Farming 

Finally we come to the system of co-operative farming. 
As has been amply demonstrated earlier, the system of co¬ 
operative farming offers a concrete solution for the funda¬ 
mental problems of our agriculture. It provides for a 
re-organisation of our agricultural economy in the form of 
an efficient system of production. It offers an effective 
remedy for uneconomic holdings and enables the small 
farmers to reap the benefits of large scale farming, to effect 
economies in the cost of cultivation and realise the technical 
possibilities of increased production. And at the same time 
it is also likely to go down with our peasant community 
as it makes adequate provision for the ownership and 
inheritance of land. 

Besides promoting economic efficiency, this form of 
organisation has the added significance in the fact that 
its growth is closely related to the training of the indivi¬ 
duals in the art of self-government. It develops social 
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morality and also facilitates the change over from a 

capitalist to a socialist economy without the use of force 

or compulsion. It is indeed a peaceful rovolution in 
action. 

It need not be repeated that there are many technical, 
financial and administrative difficulties in the way of the 
adoption and working of this system. Indeed the diffi¬ 
culties are bound to be very great during the initial 
stages. Yet the whole system is so well suited to the 
genius and traditions of the country that every effort need 
to be made, even if that be at the cost of some sacrifice 
to create conditions conducive to its establishment. 

To sum up the discussion relating to the question of 
alternative systems, it may be said that perhaps there is 
no single system which can adequately meet the require¬ 
ments of the situation. This is because the existing 
pattern of our agricultural economy is exceedingly 
complex and the problems facing it are many and varied. 
It will be, therefore, better to take into account the whole 
set ol conditions obtainable in the country and adopt flexi¬ 
ble land system or systems so that they may be evolved 
progressively out of the experiences gained through our 
experiments. In our view cooperatively regulated and 

organised peasant proprietorship will be abetter alter¬ 
native. 

V 

Recent Land Reforms 

Bearing in mind the above discussion, let us turn to 
the recent land reforms in the country and see which way 
we are going. During the past few years, important land 
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reform legislations have been enacted in many States like 
Uttar Pradesh, Madhya Pradesh, Madras, Bombay, Rajas¬ 
than, Assam, Orissa, Madhya Bharat, West Bengal etc. 
The legislations are by no means uniform ; in fact they 
vary a great deal from State to State. Yet there are some 
features which are common to most of them. As has been 
well summed up in the Draft Plan, these characteristics are: 

(1) Abolition of intermediaries and under certain 
conditions, confirment of rights of proprietor¬ 
ship upon occupancy tenants ; 

(2) Protection of tenants-at-will ; and 

(3) Determination of a ceiling on future acquisition 
of land by individuals. 

Let us briefly deal with these characteristics. 

(1) The removal of intermediaries, who had long ago 
ceased to perform any vital economic or social function 
and had in fact become parasites and a great hindrance 
in the development of agriculture, is certainly a major 
achievement in the field of land reform during the recent 
years. A number of States have passed the necessary 
legislation for the abolition of intermediary rights, while 
some are still engaged in framing legislation for the same. 
For instance Zamindari has been abolished in Uttar 
Pradesh, Madhya Pradesh and Madras, and is in the pro¬ 
cess of abolition in Bihar. Legislation for the abolition 
of Zamindari and Jagirdari has also been enacted in 
Assam, Orissa, West Bengal, Rajasthan, Madhya Bharat, 
Hyderabad and Saurashtra. In States such as Bombay, 
Punjab and PEPSU the existing superior rights in land 
have been eliminated or in the process of being eliminated. 
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On gaining independence, the task of abolition of 
intermediary rights was taken up by the Governments very 
enthusiastically, and in fact it so looked in the beginning as 
if Zamindari and Jagirdari would disappear in no time. 
But it turned out to be otherwise. A number of diffi¬ 
culties,—financial, constitutional and administrative,— 
cropped up on account of which progress became painfully 
slow, so slow that some began to doubt even the in¬ 
tention of the Government. Certainly it has taken two 
much time. Over four years have passed and yet this 
task is not complete everywhere. Since the abolition of 
intermediary rights is the first step to any effective land 
reform, the necessary legislation should be enacted and 
implemented as early as possible. The period of suspense 
and uncertainty should always be shtfrt. 

As a result of the elimination of intermediary rights 
and, under certain conditions, confirment of proprietory 
rights upon occupancy tenants which are in progress 
in many States, the land system over the greater 
part of the country is beginning to approximate in 
substance to the s\’stem of peasant proprietorship. 
Tne State has now come into direct contact with 
occupier of the land. This is advantageous both to 
the State and to the tenant. The advantage to the State 
consists in the fact that henceforth all future appreciations 

m the value of land will accrue to it, or will be shared 
between it and the tenants, assuming of course that the 
State will not allow the formation of new intermediary 
rights in the land in future. Moreover as the sole land 
lord, the Government will be in a much stronger position 
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than any private landlord in initiating schemes for agricul¬ 
tural development. And as far as the cultivator is 
concerned, the new arrangement is expected to benefit him 
in so many ways. It will give him the much needed feeling 
of security and the incentive for better agriculture. It will 
restore his self-respect and bring him hope and confidence. 
The fear of ejectment, forced labour and inferiority in 
social status will disappear. As such it will now be possible 
for the cultivator to take necessary interest in the develop¬ 
ment of agriculture and to plan his future with hope and 

confidence. 

But surely these advantages will accrue only when 
with the abolition af Zamindari, the Government assumes 
new responsibilities which will not merely be confined to 
the collection of rent but will extend to the management 
of waste lands, forests, fisheries, etc. and carries them out 
effectively. For this purpose a good system of village 
records, and an efficient and honest revenue administra¬ 
tion are indispensable. At the present, however, there 
is scarcely any revenue administration and village records 
are also wanting both in quantity and quality. This is 
a great hindrance in the way of implementing land 
reforms. Hence high priority needs to be given to the 
preparation of reliable village records, and to the building 
up of sound revenue administrations. 

2. The position of tenants-at-will, who are to be 
found both in raiyatwari and zamindari areas, is highly 
weak and vulnerable. Some States, following the example 
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of the Bombay Tenancy and Agricultural Lands Act of 
1948, have enacted measures for the protection of tenants- 
at-will. Though this has brought about some improve¬ 
ment, yet much remains to be done. Even now the 
tenants-at-will do not have the necessary protection over 
large part of the country. Some broad principles of 
protection, which have been adopted in some States and 
need to be adopted else where also after making due 
modifications to suit local conditions, are as follows : 

(a) A tenant who has been cultivating for a pres¬ 
cribed period should be protected from eject¬ 
ment except under certain conditions such 
as non-payment of rent, negligence in culti¬ 
vation, etc. 

(b) The tenants who, despite their long established 
tenancy, have been ejected by their landlords, 
should be re-instated after their claims have been 
examined retrospectively. 

(c) The tenant should have the right to make 
improvements on land after giving due notice 
to the landlord, and in case his lease is to be 
terminated compensation should be paid to 
him for such improvements. 

(d) The period of lease and the amount of rent 
should be prescribed by legislation. The 
tenancy should ordinarily be for a minimum 
period of five years and it should be renewable 
also resumption being permitted only when the 
owner himself wishes to cultivate. Regarding 
the amount of rent, it should be so deter- 
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mined that, having regard to the expenses of 
cultivation and other risks, a fair wage remains 
for the tenant. Although it is difficult to lay 
down a generally applicable maximum rate of 
rent, a rent' exceeding one-fourth or one-fifth 
of the produce may be regarded as requiring 
special justification. 

(e) Provision should also be made for the purchase 
of rights of ownership by the protected tenant 
at prices settled mutually or determined by 
revenue courts. 

3. Another line of action that is noticeable in the 
recent land reform legislations in the country relates to 
the determination of a ceiling on future acquisition of 
land by individuals. This is designed to prevent the 
formation of large holdings and to offer greater scope to 
peasant owners and tenants to acquire additional land. 
The upper limit for future acquisition of land has been 
prescribed in some States. For example, in Bombay the 
limit has been fixed at 50 acres, in Uttar Pradesh at 
30 acres, and in Hyderabad at 5 times an economic 
holdings. 

While as a general principle the fixation of an upper 
limit to the amount of land that an individual may hold 
is sound and justifiable in public interest, its practical 
results need very careful consideration. It will raise 
important problems of finance, administration and manage¬ 
ment which, under existing conditions and set up, will be 
difficult to tackle. Moreover, we should not forget that 
it is primarily the small and uneconomic holding, and 
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not the large holding, that lies at the root of many of the 
difficulties of our agriculture. In fact the main problem 
that confronts us in the field of agricultural development 
is how to bring about a substantial increase in the size 
of the unit of management for, as has been been well 

observed by the Planning Commission, “.a larger 

unit of management can secure more credit and finance 
and can apply these to greater advantage, can diversify its 
economy and can make a relatively greater contribution 
to the solution of the country’s food problem.” We 
wonder if fixation of an upper limit will be of much help 
in this direction. Not much land will be available in 
this way for the purpose of enlarging the holdings of 
uneconomic owners. Moreover the land so acquired 
will, as a rule, consist of fields scattered over the whole 
village. 

These are, in brief, the important aspects of our 
recent land reform legislation. Let us in this connection 
briefly refer to the land policy as laid down in the final 
Five Year Plan. 

VI 

Five Year Plan and Land Policy 

Ample space has been devoted to land policy by the 
Planning Commission in the final Five Year Plan; 
According to it “The future of land ownership and 
cultivation constitutes perhaps the most fundamental 
issue in national development. To a large extent the 
pattern of economic and social organisation will depend 
upon the manner in which the land problem is resolved.” 
The land policy must be viewed in a broad and compre- 



LAND TENURE SYSTEM 


173 


hensive way. It should be so framed that on the one 
hand, it helps in achieving the targets of agricultural pro¬ 
duction which are central to the success of the Plan and, 
on the other, it “reduces disparties in wealth and income, 
eliminates exploitation, provides security for tenant and 
worker and finally promises equality of status and oppor¬ 
tunity to different sections of rural population.” 

Although land policy, in the main, has to be worked 
out in terms of local needs and conditions, it is necessary 
to have a broad and common approach in land reform. 
As such the Plan proposes that the Central Government 
and the States should work out the stages in which land 
reforms are to be carried out. 

Proposals for land reform in the Plan are made with 
reference to the principal interests involved in the land, viz. 
(1) intermediaries, (2) large owners, (3) small and middle 
owners, (4) tenants-at-will, and (3) landless workers. 
At the same time the Plan desires that “the effects on 
production of each measure that may be proposed have 
to be foreseen and provided for.” It is hoped that as 
social and economic adjustments affecting different 
interests come into effect, a new social structure will get 
evolved in the place of old. 

While reviewing the recent land reform legislation, 
we noticed that in some States intermediary rights have 
been already abolished and in some they are in the 
process of abolition. The Plan approves of this highly 
necessary and desirable step. It rightly emphasises the 
necessity of paying adequate attention to two principal 
problems, viz. (i) payment of compensation to 


174 


INDIAN AGRICULTURE 


Zamindars and Jagirdars , and (2) establishment of proper 
revenue administration. 

Regarding large or substantial owners, the Plan 
suggests the fixation of an upper limit to the amount of 
land which an individual may hold. While the limit is 
to be determined by each State in the light of its own 
agrarian history and present problems, broadly speaking, 
according to the Plan, about three times the family 
holding may be considered a fair limit for an individual 
holding. A family holding has been defined “as being 
equivalent, according to the local conditions and under 
the existing conditions of technique, either to a plough- 
unit or to a work unit for a family of average size working 
with such assistance as is customary in agricultural 
operations.” 

With regard to small and middle owners, “the 
general aim of policy should be to encourage and assist 
them to develop their production and to persuade them 
to organise their activities, as far as possible, on coopera¬ 
tive lines.” The Plan recommends that in all States 
programmes for the consolidation of holdings should be 
expanded and pursued with vigour, and secondly each 
State should fix a minimum limit for sub-division of 
holding. 

The Plan also contains recommendations for the 
protection of tenants-at-will. It is suggested that the 
tenancy should ordinarily be for five to ten years and 
should be renewable, resumption being permitted only if 
the owner himself wishes to cultivate. And the rent 
should be so fixed as to enable the cultivatcr to get a 
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fair wage after meeting the expenses of cultivation. Ordi¬ 
narily a rate of rent exceeding one-fourth or one-fifth of 
the produce could well be regarded as requiring special 

justification. 

Landless workers, however, are not likely to benefit 
much by schemes of land distribution because in any 
scheme of distribution or settlement, the first claim will 
naturally be that of tenants. “In view of this difficulty, 
the contribution which the movement for making gifts of 
land, which has been initiated by Acharya Vinobba 
Bhave, has special value for it gives to the landless worker 
an opportunity not otherwise easily available to him.” 

So far as the ultimate objective is concerned, we 
are advised “to work towards a concept of cooperative 
village management so that the village may become a 
vital, progressive and largely self-governing base of the 
structure of national planning and the existing social 
and economic disparities resulting from poverty, caste 
and status may be obliterated.” This will have to be 
evolved gradually by village communities out of the 
practice of cooperation and according to their needs and 
problems. The Government, however, can do much in 
this direction through guidance, assistance and legislation. 

Finally, the Plan recommends “the establishment by 
the Central Government of land reforms organisation 
which jvill be concerned with the evaluation of land 
reform programmes, investigations into land problems, 
study of the experience of cooperative farming in different 
parts of the country, collection of accurate data and the 
maintenance of a continuous record of information con- 
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cerning the progress of land reform programmes adopted 
by the States.” 

Conclusion 

We have now reached the concluding stage of the 
essay. We have examined in preceding sections the 
existing land system that is being abolished, the possible 
alternative systems, the recent land reform legislation 
and the recommendations of the Planning Commission 
regarding the future land system. Bearing in mind our 
past history, our special needs and problems, we feel 
that the land policy as outlined in the Plan is sound, 
realistic and feasible. The Plan rightly recommends 
peasant proprietorship mixed with a system of cooperative 
village management. The provision of peasant ownership 
will make the system acceptable to the peasants who 
constitute the backbone of our agriculture and are the 
country’s most efficient cultivators. And it needs no 
emphasis that any scheme which is not capable of proving 
acceptable to them is not likely to bear any fruit. Certain¬ 
ly in the task of agricultural reorganisation and develop¬ 
ment, we must have the peasants with us and not against 
us. But, as pointed out earlier, peasant proprietorship 
by itself will not be of much help. It will leave many 
agricultural problems in tact. To overcome these and 
thereby pave the way for agricultural progress, the Plan 
has suggested the establishment of cooperative village 
management. This will not only provide a large unit 
for agricultural operations which is so essential today, 
but will also render possible the utilisation of land and 
other resources of the village from the stand-point of the 
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village community as a whole. 

This whole system will have to be evolved gradually 
by the village communities through a series of trial and 
experiment. It is, therefore, necessary to watch carefully 
the working of the various steps that are taken with a 
view to make improvements in future. To be dogmatic 
or blindly imitate what has been done elsewhere will not 
at all be wise. 



CHAPTER IX 
OUR FOOD PROBLEM 


The Urgency of Solution 

Of all the problems, economic, social and political, 
with which the country is confronted to-day, the most 
vital is the problem of adequately feeding the people. For 
food is the primary need without which freedom is mean¬ 
ingless, nay life itself is impossible. A careful study of the 
past will reveal the fact that metabolism has been the main 
spring of high politics. The terrors and splendours of 
history are, in a way, stories of food. For instance, there is 
considerable justification in saying that, “had the feeding 
arrangements of Bourbon France given satisfaction, the 
Bastille would probably never have been stormed, or had 
the steppes of Central Asia been able to feed all their 
rapidly breeding tribes, neither the Aryan nor the Moghul 
invasions of India might have occurred.** As such there is 
no dis-entangling of this theme from the future politics 
and economics of a country. The link between diet and 
destiny is, indeed, very close and direct,—a link which the 
leaders of India can ill afford to ignore. 

The solution of India’s food problem, chronic and 
grave as it has become, is urgent from every point of view. 
It is seriously affecting the life and efficiency of both the 
present and future generation. Food shortage causes not 
only certain specific diseases, but by lowering resistance 
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and vitality leads to the prevalence of a large number of 
diseases and epidemics. The general depression of 
health, lack of efficiency of work, morbid state of mind, 
apathy etc., are some of the inevitable effects of the lack 
of adequate food. In the presence of all this, India can 
never hope to become a first rate nation. 

An early solution of the food problem is also necess¬ 
ary in view of the fact that it is causing a very severe 
drain on the country’s limited foreign exchange resources. 
In order to meet the food shortage, we have been impor¬ 
ting food from the surplus countries of the world on a 
very large scale involving expenditure in hundreds of crores 
of rupees. The table below indicates the huge sums spent 
°n the imports of foodgrains from abroad. 

Year In million tons In crores of rupees 

1946- 47 2'25 88 

1947- 48 2-33 100 

1948- 49 2-84 130 

1949- 50 3*71 148 

1950- 51 2-13 80 

1951- 52 4-72 216 

1952- 53 3*90 132 

The total cost of imported grains since 1948 works out 
to over Rs. 750 crores. This sum of Rs. 750 crores may be 
contrasted with the benefits of multi-purpose projects, 23 
of which would have cost only Rs. 385 crores and would 
have yielded 2'1 million tons of foodgrains and 1*7 mil¬ 
lion k. w. of cheap electricity annually. Again, a part of 
this huge sum has been spent in terms of dollars which are 
o urgently required for financing the import of capital 
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goods and heavy machinery. This expenditure of dollars 
is apart from the import of two million tons which was 
financed out of U. S. wheat loan. 

It is evident, therefore, that so long as this problem 
of food exists, the balance of payment position is likely to 
remain precariously poised and the budgetary position 
of the nation will continue to show signs of strain. More¬ 
over, considerations of defence and prestige also demand 
that we cease to look to other countries for food. 

The urgency of food problem has received adequate 
attention from the framers of the Five Year Plan. The 
Plan says that “a well-defined food policy for the period 
of the plan is an essential condition for the successful 
implementation of the Plan.” We will discuss the 
measures proposed in the Plan for solving the crisis of food 
shortage at a later stage. Meanwhile it will be worth¬ 
while to refer briefly to the history of the present crisis. 

II 

The Present Food Crisis 

The problem of food shortage in the country began 
to attract public attention only after the great Bengal 
Famine of 1943 when millions passed away within a 
few weks from under nourishment to extreme starvation. 
Prior to this, neither the State nor the public gave any 
thought to it. Although even before 1939 many experts 
pointed out that there was not enough food in the country 
and that as much as 61 per cent of the people were 
either “poorly” or “very badly” nourished, the problem 
was not given any serious consideration in any quarter. 
The Bengal Famine Commission reviewed all the long 
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and short term factors which had resulted in the food 
crisis of 1943 and came to the important conclusion that 
there was a real food shortage in the country. 

Many doubted this observation of the Commission 
and even now there are some who are not fully prepared 
to admit the fact of real food shortage in the country. 
Generally it is pointed out that as India is mainly an 
agricultural country and over 70 per cent of the people are 
agriculturists, it is impossible for the country to run short 
of food under normal conditions. Prior to 1939, we are told, 
there was plenty of food in the country. One who had money 
could purchase any amount of foodgrains in the country. 
As such if there was any famine, it was a famine of money 
and not of food in India. Again, our attention is 
drawn to the fact that the country used to export certain 
quantities of foodgrains before 1939 which show that 
there was surplus of foodgrains in the country. Hence 
it is argued that the present food crisis owes its origin to 
certain war-time and post-war factors. 

But this is not a correct analysis of our food problem. 
The existing food crisis in the country is certainly not a 
temporary phenomenon. It is a chronic problem. It is 
the symptom of economic backwardness, and it has its 
roots in the primitive character of our agricultural 
economy. 

Perhaps only in 1880 we had a doubtful surplus of 
5 million tons of foodgrains. This follows from the 
statement of the Famine Commission of that year which 
placed the output of foodgrains at 52 million tons and 
consumption at 47 million tons. But this surplus vanished 
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in course of time as the population grew and the 
food production lagged behind. We find the Prices 
Enquiry Committee in 1914 emphatically declaring 
that “population has increased by a larger percentage 
in the period under enquiry (1890 — 1912) than either 
the total area under cultivation, or the area under food- 
grains ; or in other words, the requirements of food- 
grains for internal consumption have increased in a 
larger proportion than the total production of foodgrains.” 

So it follows that even before the first World War, 
India was no longer self-sufficient in foodgrains. And as 
is well-known, the growth of population after the First 
World War has been more rapid than it was before. The 
result was that before the Second World War broke out, 
India was a net importer of foodgrains to the extent of 
1*5 million tons. ‘This shortage of foodgrains cannot 
be solely accounted for by the growth of population ; 
quite a major share goes to the declining production and 
separation of Burma. The following table shows the 
comparative growth of population and food supply in 
the country during the past few decades. 


Year 

Population 

in 

millions 

Sown area 

in 

millions 

Foodgrains 

in 

million tons 

1911—12 

231-6 

150-5 


1921-22 

233-6 

158-6 

54-3 

1931—32 

256-8 

156-9 

50-1 

1941-42 

295-8 

156-5 

45-7 

The following estimates 

made by Dr. 

W. Burns 
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clearly indicate how the acreage 

per head under food 

crops has steadily declined. 

Acreage per head 

Year 

under food crops 

1911 

0-83 

1921 

086 

1931 

0*79 

1941 

0*67 


The decline in acreage per head under food-crops 
might not mean a smaller food supply per head, if it 
had coincided with an increase in the yield of crops, 
which unfortunately instead of going up actually declined. 
This is borne out by the following table. 



Area under chief food 
grains and pulses 
(million acres) 

Yield of food 
grains and pulses 
(million tons) 

\ 

Rice 

Wheat 

All food grains 
and pulses 

Rice 

Wheat 

All foodgrains 
and pulses 

1929-30 ! 

66*5 

24*7 

155.9 

25.5 i 

, j 

| 

89 . 

49*1 

1939-40 

0/ 

70-1 

26.1 

158*2 

24-6 

8*9 ; 

1 

47*2 

/o 

increase 

(+) 

or 

decrease 

(-) 

| 

+5*6 

+5*7 

+ 1-5 

-3*7 

• • • ♦ 

-3-9 
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These statistics clearly show that despite an increase 
of 1'5 per cent in the area under foodgrains during the 
decade 1930-40, there was a net decrease of nearly 4 per 
cent in the total production of foodgrains, while the 
population increased by over 15 per cent. 

Along with a progressive decline in the quantity of 
food in relation to the population, there also occurred 
a growing deterioration in the quality of foodgrains. 
During the first 40 years of the century, the production 
of rice and wheat, which are more nutritive, steadily 
decreased in relation to the production of inferior cereals 
such as jowar, bajra, barley and maize. The following 
table gives the index numbers of production of chief 
cereals between 1910—38. 


Relative Expansion of Less Nutritive Cereals 


Cereals 

1910-15 

1915-20 

1920-25 

1 'O' 

CO 

9 

Cs| 

ON 

1930-35 

1935-38 

1910-38 

Superior cereals 








Rice 






103-5 

+3-5 

Wheat 


96-2 | 

93-4 

93-3 

97*8 

104-2 

+4*2 

Inferior cereals ' 








Jowar 


157*4 1 




209-7 

+ 109*7 

Barley 


224-2 | 

202-6 

172*2 

173-4 

157*1 

+ 57-1 

Bajra 






1250 

+ 25*0 

Maize 

Y A. • .1 

100 

• « 

1140 

1000 

1060 


1050 

+ 5*0 


It is thus evident that during the period 1910-1938 
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while the production of such cereals as rice and wheat 
increased only by 3*5 and 4*2 per cent repectively, jowar 
increased by 109-7 per cent., barley by 57* 1, bajra by 25, 
and maize by 5 per cent. 

Such was the distressing food situation in the country 
before the beginning of the Second World War. A 
revealing picture of the normal food shortage in the 
country and the extent of suffering to the people resulting 
therefrom is very well given by Sir John Megaw in his 
report based on investigations conducted by 600 doctors 
under his direction. The investigation showed that only 
39 per cent of the people were adequately nourished, 41 
per cent were “poorly nourished” and the rest 20 per cent 
came under the category of‘‘very badly nourished.” From 
the same report, we also find that in 40 per cent of the 
villages, the population was excessive in relation to the 
food supply and that the periods of famine or food 
scarcity occurred in one village.out of every five during 
a ten year period in which there was no exceptional 
failure of rains. The Bengal Famine, in which millions of 
people died within a few weeks, gave a tragic proof of the 
correctness of the above survey. 

Now, a word about the much advertised bogey of 
India’s exports of foodgrains before 1939 which is taken 
as an index of surplus food supply in the country. It is, 
of course, true that India used to export a certain quantity 
of foodgrains prior to 1939. But in this context we 
should bear in mind two relevant things. First is the 
relation of the exports to total production. In 1938—39 
wheat exports represented 2'8 per cent of the total crop 
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production in the country, while the ratio of rice exports 
to total production was only 1*2 per cent. Thus it is 
evident that, if at all any surplus position was indicated by 
these exports, it was very nominal. Any slight increase in 
internal demand or a variation in crop production was 
enough to wipe out the surplus altogether. Moreover, 
these exports mostly occurred when the world prices were 
very tempting. This shows that there was no permanent 
surplus which sought an outlet at any price. Secondly, 
we must take into account the imports of foodgrains into 
the country. While India exported 742,000 tons of food- 
grains in 1938-39, she imported 1,603,000 tons of food 
from abroad. During the five years ending 1941-42, the 
average annual net imports amounted to over 1,000,000 
tons. In terms of money, India was spending more than 
Rs. 13 5 crores a year on buying food from abroad. 

To sum up the position so far, it can be stated that 
even before 1939 striking deterioration was taking place 
in our food situation, both quantitatively and qualitatively. 
Food deficit was steadily increasing. About 30 per cent 
of the population did not get enough to eat, while a much 
larger section of the population had to be satisfied almost 
invariably with ill-balanced diet. In a word, permanent 
under-feeding and periodic starvation were normal features 
of our economy even before 1939. The poor physique of 
the people, the high death rate, the heavy infant and 
maternal mortality, the low expectation of life, the wide 
prevalence of deficiency diseases and such other features 
bear ample testimony to the seriousness of food situation 
in the country. 



OUR FOOD PROBLEM 


187 


For obvious reasons, the problem took a sudden 
turn some time after the coming of the Second World War. 
On the one hand, the demand for foodstuffs increased 
considerably, and on the other, the supply position 
worsened, partly on account of the cessation of the 
foreign imports owing to the occupation by Japan of 
Burma, Malaya and other East Asiatic countries, and 
partly due to hoarding by cultivators and merchants in 
the country. Naturally, the problem of food became very 
grave. The Government, in addition to other measures, 
launched a “Grow More Food” compaign in order to 
increase the production of foodgrains in the country. 
But the actual achievements unfortunately did not come 
any where near expectations. The effort was inadequate 
and even the necessary vigour and drive were lacking. 

Our food problem, which was becoming increasingly 
acute day by day, worsened still further with the partition¬ 
ing of the country. As a result of partition, India was 
left with 82 per cent of the population, but it could get 
only 68 per cent of total acreage under rice, 65 per cent 
of wheat land, 77 per cent of cotton land and that of jute 
only 23 per cent. This meant still greater pressure on 
land, increase in food deficit, and also weakening of our 
position in respect of earning foreign exchange resources. 

The above discussion clearly leads us to the con¬ 
clusion that our food problem is a manifestation of 
the continually increasing pressure of population on 
food supply, and not a temporary disequilibrium bet¬ 
ween demand and supply. As such it can be effe¬ 
ctively tackled only through relatively long-term measures. 
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Short-term expedients will not take us far. 

Bearing this in mind, let us briefly review the 

food policy of the Government. 

in 

Food Policy of the Government 

Upto the first two or three years of the second 

world war, the Government had, for all practical 
purposes, no food policy. The situation was allowed 
to deteriorate till it culminated in the disastrous Bengal 
Famine of 1943. It was only then that the Govern¬ 
ment was jerked into action and some measures began 
to be adopted. Soon after the Food Department was 
created under the supervision of which the “Grow More 
Food” (G.M.F.) campaign was launched. Price control 
and rationing were instituted by the end of 1943 
which worked all through the war years with 

doubtful efficacy. Ceilings were fixed for almost all 
food prices. Food rationing which started on a restric¬ 
ted scale in the beginning was gradually extended until 
by the end of war more than one-third of India’s 
population were under statutory rationing of one kind 
or the other. To cover the deficit food also began to be 
imported on an increasingly large scale. 

Yet inspite of these efforts, the situation did 
not improve. Food prices jumped up by 300 to 400 
per cent during this period, and a good deal of black 
marketing, hoarding and profiteering flourished. This 
caused great resentment among certain leaders, parti¬ 
cularly Mahatama Gandhi who held that controls were 
making the people corrupt. Moreover, it was also 
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thought that controls were acting as a deterrent to 
increased production and thereby were causing artificial 
scarcity in the country. On their removal, it was 
argued, production would increase and prices would 

ultimately come down. 

Mainly on the insistence of Gandhi ji controls 
on food were lifted in 1947. But Soon after that the 
country witnessed a sharp rise in the food prices 
through out the country. The inflationary spiral re¬ 
ceived a fresh impetus under the stress of which 
economic situation in the country began to deteriorate 
fast. This ultimately led the Government in September, 
1948 to reimpose food controls and restore the old 
order of rationing, compulsory procurement and food 

imports. 

Self-sufficiency Programme 

It was obvious to the Government from the 

very beginning that imports could not be a solution to 

the problem. The only way out was to grow more 
food in the country. It was for this reason that the 
G.M.F. campaign was started. But in the mids 
of emergency conditions created by the war and on 
account of lack of proper planning and inefficient 
administration, the campaign could not bear any 
fruits during the war period. After the war . was 

launched with greater vigour and it was given a planned 

content. In 1947 a five year plan to raise food 
production was drawn up and put into operation. 
Early in 1949 the Minister for Agriculture announced a 
revised plan to make India self-sufficient by the end 
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of the crop year 1951. Imports were to stop afte 

that date except to build up a central reserve or t< 

meet an emergency caused by a wide spread failure 
of crops. / 


The plan envisaged an increase in the productior 
of foodgrains by 4 8 million tons which represented 
the estimated food deficit in 1952. Of this amount, 36 
lakh tons were to be grown through intensive culti¬ 
vation, 3 lakh tons by reclamation of waste land, 
2 8 lakh tons through tube-well irrigation and another 

2 3 lakh tons by diverting a certain part of the 
acreage under sugar-cane to foodgrains. 

For the effective implementation of the self-suffici¬ 


ency programme a requisite administrative machiner 
was created. A Food Commissioner with wide power 
was appointed at the Centre. “The states too wer 
asked to set up high powered committies to supervis 
the progress of the plan. The Collectors and Deput 
Commissioners were entrusted with the work of imp 
lementing that plan in the districts and their efficient? 
was to be judged on the basis of their food produc 
hon work. To enlist the cooperation of agriculturists 
farmers unions were organised in rural areas ’*» 

erv mT, S f tiDg ? thC requisitC administrative machin 

EH?'— o— ;= 

of India, page*6 . Mother Earth Publication Division, Government 



OUR FOOD PROBLEM 


191 


States—West Bengal, Punjab, Orissa and Assam—the 
entire expenditure on development schemes was to be 
reimbursed by it. 

On the whole the scheme of the Government was not 
too much ambitious ; it was capable of achievement 
provided the active cooperation of the peasant, people, 
administration and the Providence was forthcoming in 
reasonable measure. In fact it was on the basis of actual 
realisation of the scheme for increased production that the 
Government decided to fix the import target for the year 
1950-51 at 1*5 million tons which was 12 million tons less 
than that of 1949-50. The reduction in imports was expect¬ 
ed to be made up by internal production estimated at 
about 2 million tons in the year 1950-51. 

But how this food self-sufficiency plan ended is borne 
out by the following figures taken from the final report of 
the Five Year Plan. 


Foodgrains Production 
(In Million Tons) 

Rice Wheat Millets All cereals 


1949-50 

22-8 

6‘5 

162 

45*2 

1950-51 

22-1 

6-7 

i 15-4 

44*2 

1951-52 

22-8 

6-2 ; 

15-4 

44-4 


From this we find that in 1951-52 which was the last 
year of the food self-sufficiency plan, production of all 
cereals was even below that of 1949-50 and imports reached 
record heights. So we were no where near the food self- 
sufficiency objective and the plan bad virtually failed. 

The Government attributed this failure to natural 
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calamities like drought, floods and locust invasions. But 
this could not be a complete explanation, for floods, 
droughts etc. were not the special features of that period 
only. They are a normal feature of the agricultural 
economy of our country. Hence its explanation, in the 
main, is to be sought elsewhere. 

The achievement of self-sufficiency required three 
things : (i) building of adequate reserves, (ii) having a 
uniform system of rational utilisation of all produce 
available within the country, and (iii) progressive cuts in 


import quotas. 

Actually this process was reversed. The Government 
wrongly cut down imports without first building adequate 
reserves. Further, the successful completion of the whole 
programme was mainly dependent upon the enthus¬ 
iastic cooperation of the peasant. He was the key to 
the problem. But not much was done to ram this 
conclusion home. The ultimate benefits of grants and 
loans made by the Central Government to the States to 
promote the expansion of food production did not ade¬ 
quately reach the final end (peasant), probably due to lack 
of administrative cooperation and integrity. Again, it was 
too much on the part of the Government to have embar¬ 
ked upon the policy of self-sufficiency in cotton and jute 

!“ f dltlon to the listing declaration about self-sufficiency 
in foodgrains. The expert opinion laid stress on the pro- 

rr 0 in°conI Self ' S H UffiClenCy , the short P eriod either in food 

n an Jute at a time and not simultaneously. 
But the Government did not pay much attention to it. 
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No wonder then that achievement in either direction re 
mained far below expectation. Yet again, to some exten 
lack of proper planning and defects in administrative 
arrangements were also responsible for the poor achieve¬ 
ments of the scheme. Perhaps it would not be unjust tc 
say that often the scheme was “directed with more atten¬ 
tion to publicity and glamour than to solid results.” 

The G. M. F. Enquiry Committee attributed the 
failure of the G.M.F. campaign to principally two reasons. 
Firstly, it was too narrow and restricted in its scope. 
Secondly, the whole scheme was never given a permanent 
content, whereas temporary hazards were to a large extent 
beyond control. Further according to the Committee, it 
touched only a fringe of the population and had no appeal 
to the millions of small farmers. Lastly, the State Govern¬ 
ments could not act upto expectations on account of 
there being no coordination to ensure a proper linking of 

short-term measures with long-term planning. 

IV 

Five Year Plan and Food Policy 

Let us now turn to the food policy as outlined in the 

Five Year Plan. The Planning Commission has rightly 
laid great emphasis on this problem. It says: “A well- 
defined food policy for the period of the Plan is an 
essential condition for the successful implementation of 
the Plan. For the large sections of the community which 
live near the margin of subsistence, a certain minimum 
supply of foodgrains at reasonable prices constitutes the 
rock-bottom of the standard of living, a fall in which would 
be seriously detrimental to health and efiiciency. 
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According to the Plan the aim of the food policy “must 
be to increase domestic production, to secure an increase 
in the marketable surplus, to distribute the same as equit¬ 
ably as possible and to eliminate by the end of the Plan 
the need to import foodgrains.” 

The Plan envisages a target of 7‘6 million tons of addi¬ 
tional food production by the year 1955-56 which means 
an increase of 14 per cent. This target of 7*6 million tons 
of foodgrains would roughly comprise about 4 million tons 
of rice, 2 million tons of wheat, 1 million tons of gram and 
pulses, and 0’5 million tons of millets. This pro¬ 
gramme consists of two parts, namely (a) schemes of State 
Governments which together account for a total net food 
production target of 6 0 millon tons to be achieved at a 
total cost of Rs. 125 crores; and (b) supplementary 
schemes proposed by the Planning Commission with a view 
to achieving additional tood production of at least 1*6 
million tons”. 

The increase of 6*5 million tons through the schemes 
worked out by the State Governments is expected to be 
achieved in the following manner :— 

(million tons) 


Major irrigation works 2*01 

Minor irrigation works 1*78 

Land reclamation and development 1*51 
Manures and fertilisers 0'65 

Improved seeds q.^ 

Total - 

6*51 


The supplementary programme, which will bring in 
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additional 1*6 
items:— 


million tons, consists of the following 

(In Crores) 


(1) Additional provision for minor irri¬ 

gation works 30 

(2) Additional programme for construction 

of tube-wells 6 


(3) National Extension Organisation for 

intensive area development 

(4) Supplementary allotment for Grow 

More Food during 1952-53 

(5) Community Projects, including 55 pro¬ 

jects already initiated 


3 

10 

90 



It is expected that at the end of the Five Year Plan 
fr the area under food crops will rise by 5 8 million acres. 
The future crop pattern will be more or less as given 



below: — 


(Area in million acres) 


Rice 

Wheat 

Other cereals 
Grains and pulses 


1950-51 
76-0 
24-0 
93-0 
47'2 


1955-56 

80-0 

27-0 

90-0 

49-0 


A consolidated picture of food programme may 



presented as follows: 
Targets of Additional 

Part ‘A* States 
Part ‘B’ States 
Part *C States 


Production 1955-56. 

(In’000 tons) 
4838* 8 
1460* 0 
211-3 


Total State Schemes 
Supplementary Schemes 


6510* 1 
1600-0 
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GrandJTotal (Gross target for Indian 

Union) 8110*1 

Less on account of diversion to 

commercial crops (—) 500*0 



Net target of foodgrains (Indian 7610*1 

Union)- 

These targets, if fulfilled, will make India self-suffi¬ 
cient in food. But that does not mean an end of the 
problem for population continues to rise at the rate of 
about 1*4 per cent per year. Moreover the existing level 
of consumption in India is very low. To provide, there¬ 
fore, more and better food to the growing population, 
the planning must remain a continuous process involving v 
an improvement in technique of agriculture and more 

intensive cultivation. 

Regarding controls, the policy of the Plan is quite 
clear. According to the Plan, in a planned economy, food 
controls have positive functions “such as safeguarding 
the minimum consumption standards of the poorest classes, 
preventing excessive or ostentatious consumption by the 
well-to-do, and facilitating the country’s programme of 
direct utilization of unemployed man-power for investment’ . 
That means according to the Plan, planning and controls 
must go side by side. For it says, “if ‘food for all’ is to 
be the effective basis of policy and if the investment 
targets in the Plan are to be adhered to, the basic structure 
of food control has to be kept intact during the period 
of Plan. It is our considered veiw that until the domestic ' 
production of foodgrains has been stepped up to the 
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extent of 7'5 million tons as envisaged in the Plan, the 
country cannot be considered to have an adequate and 

assured food supply. Controls might be relaxed.after 

the target of additional production has been achieved and 
adequate transport facilities have been created to ensure 
the expeditious movement of foodgrains from one part of 
the country to another.” Thus according to the Plan, 
controls are necessary and must remain at least for some- 
time’to come. But in order that controls should work satis¬ 
factorily and may not become a dis-incentive to increased 
production, the Plan emphasises the need for clanty and 
continuity in policy, efficiency in administration and effcc- 
tive public cooperation. 

A very important recommendation of the Planning 
Commission relates to maintaining an all-India outlook in 
respect of food controls. “As regards policy, the question 
has to be approached not so much from the point of view 
of the needs of particular States as from the over-all 

national point of view.The aim of policy must be to 

secure from each surplus State the maximum it can make 
available to the common pool and to organise the pro¬ 
curement and distribution of grains in each deficit State 

so as to restrict its drawings from the central pool to the 

minimum necessary. It is evident that the responsibility 
for fixing procurement and issue prices and for coordina¬ 
ting the control policies of States must rest with the 

Centre.” , „ , • .. 

Finally, the Plan emphasises the need for changing the 

* food habits of the people. The need is felt more for 
rice-eating people because of world shortage of ric e 
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and the high price that has to be paid for its 
imports. It is estimated that the shortfall in 
country’s rice production is not more than 2 or 3 per 
cent which, in the opinion of the Planning Commission, 
should not be difficult to cover by substituting wheat or 
supplementary food in place of rice in the customary 
diet of the people. Food habits, no doubt, are difficult to 
change, yet the Planning Commission feels that “if the 
public is made aware of the cost involved as also of the 
undoubted benefits of a more varied diet, the necessary 

response could be secured.” 

These are, in brief, the broad outlines of the food 

policy as laid down in the Five Year Plan. The Plan 
commenced in 1951 and so by now over two years have 
already passed. It would, therefore, be better if we take 
stock of the situation and see what has been achieved so 
far. 

Move Towards Decontrol 

Towards the middle of 1952 a new orientation was 
sought to be given to the entire food policy by Shri Rafi 
Ahmad Kidwai, the Food Minister of the Government of 
India. He initiated a move for decontrol of food through¬ 
out the country with the exception of a few selected areas. 
With the removal of Government subsidy, the problem 
of keeping down the food prices arose. The Food Minister 
was of the view that the prices could be kept down by a 
freer movement of foodgrains and additional production 
as also by de-hoarding that would start in the wake of 
decontrol. He emphatically pleaded that the existing 
controls over movement of foodgrains and their prices 
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were acting as a deterrent to increased production. 
Moreover, available stocks in the hands of the Govern¬ 
ment were considered to be more than sufficient to 
meet any emergency that might arise. Furthermore, 
the crop-prospects in different parts of the country were 
also rather bright. So the Food Minister thought that 
it was the right time for reorienting the food policy. He 
attempted to rally opinion in favour of decontrol. He 
found a veritable champion in Shri Raj Gopalacharya, e 
Chief Minister of Madras. The issue was yet to be deci¬ 
ded when a lead was given in Madras where statutory 
rationing was withdrawn as from the 15th o une 
and in its place cheap grain shops were opened The 
State was divided into six zones and inter-district 
movements within these zones were permitted. Thereafter, 
statutory rationing was suspended in Bihar, U P 
Hyderabad, Mysore, Saurashtra and Madhya Bharat 
Punjab is the latest addition to the list of those States 

which have accepted the policy of decontrol. 

Reports about the working of decontrol are very 
conflicting. Some claim that food decontrol has not 

traders and the consumers have been hit hard White 
according to others, the policy of decontrol has wor - 

:r ui te 8 well. If scarcity still persists, they argue, 

it is not due to shortage of foodgrains but that of pur- 

—s? s: ssss 

programme of changes in control measures 

" me^nges in Id administration to suit changing 
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circumstances. It does not pass any final judgment on 
the relaxation of controls because the period is “too short 
to warrant any definitive judgment as to the effects of 
such relaxation. It proceeds on to say that “short-period 
movements in prices are inevitably subject to various in¬ 
fluences, seasonal and others which might not be of signi¬ 
ficance in the long run. These trends have, however, to 
be carefully watched, and the machinery of basic controls 
has to continue so as to check any undesirable develop¬ 
ments.” As already mentioned the Planning Commission 
is very emphatic on this point that a change in basic 
policy can be considered only when a substantial and- 
enduring improvement in domestic production and mar¬ 
ketable surpluses has actually materialised. 

The Food Minister claims that the country is achiev¬ 
ing self-sufficiency in food very fast, if she has not achieved 
it already. According to him production of Kharif cereals 
including rice, jowar, bajra, maize and ragi for 1952-53 
was 4 million tons more than the production of the pre¬ 
vious year. Of this amount, rice alone accounted for 2*68 
million tons. So he thinks that we need not import more 
than 1,50,000 tons of rice in the current year. And as 
Assam has already been converted from a deficit to a 
surplus State, the total imports this year (1953) are not 
likely to exceed 2’1 million tons. In fact Shri Kidwai re¬ 
gards even this amount of imports as unnecessary. According 
to him the requirements of wheat work out at 8 lakh tons, 
whereas we are importing 18 lakh tons under the Inter¬ 
national Wheat Agreement. He holds that the key to self- 
sufficiency lies in stepping up rice production. Increased- 
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production of rice will diminish pressure on wheat and 
milo. He says, that the production of rice is increasing at 
such a pace that next year India will be able to “bring 
down the world price of rice by exporting Indian rice.” 

One does not know what to make out of all this 
because the two-year report of the Five Year Plan no 
where makes such claims. According to the report the 
“increased production potential” works out at 8‘8 lakh 
tons in terms of foodgrains. Besides this, 2*7 lakh tons 
are estimated to have been produced as a result of major 
irrigation schemes. Thejugglary of statistics and the 
deficiencies of Indian statistics are no doubt proverbial. 
But certainly we can at least expect that the same Govern¬ 
ment does not give two different statistics about such an 
important item as food. It only causes confusion and 
misguides the people. 

Though we do not dispute the statistics given by 
the Food Minister, we wish he was a little less ostentatious. 
It is true that this year crops have been better but that 
should not blind us to the fact that Indian agriculture 
is even now very largely dependent on natural factors. 
Self-sufficiency in food is highly necessary and desirable 
for the country, but certainly self-sufficiency should be real 
and not statistical. Again, self-sufficiency in one or two 
years should not lead us to ignore the necessity of long¬ 
term self-sufficiency based on steadily improving consump¬ 
tion levels of a rising population. So the need for 
mcreased production and price stability should on no 
account be allowed to be side tracked by only one year’s 
°rtunes. Our endeavour should not only be to tide over 
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the present shortages but also to plan for the future, for 
we have a large and rapidly increasing population. This 
requires, besides a well-defined food policy, efficient ad¬ 
ministrative machinery and effective cooperation of all 
the parties concerned, a complete re-organisation of our 
agriculture for the existing food problem is essentially a 
problem of backward and under-developed agriculture. 
Re-organisation of agriculture will no doubt take some¬ 
time to bear fruits, but once it is put on its feet it will 
provide enough and better food for the people of 
this country. 



CHAPTER X 

AGRICULTURAL LABOUR 

Increase of Agricultural Labourers 

The existence of large numbers of agricultural wor¬ 
kers, observes the Planning Commission in the final 
report of the First Five Year Plan, “who lack sustained 
employment and frequently suffer from social handicaps 
is to be regarded as a source of serious weakness and 

even of instability in the present agrarian system”. It is 

certainly a great danger spot in our rural economy and 
is the surest symptom of agrarian unsettlement in the 
country. In view of this it is very sad and worrying to 
°ote that not only the number of agricultural workers 

,n the country is vast, it is multiplying fast. In 1882 it 

Was 7 5 million. In 1921 it stood at 2T5 million and by 
1931 it had reached the figure of 33*5 million. The number 
continued to multiply still further. In 1951 it jumped to 
44 8 million,—a very large number indeed. 

This continuous multiplication of the number of agri¬ 
cultural workers in the country has been brought about 
y the interaction of numerous forces. For instance, the 
decline of rural industry has led many artisans to 
ecome agricultural labourers. The increase in subdivi- 
S1 ° n an d fragmentation of holdings has also converted 
^ P e asant farmers into agricultural workers. In 
c every “circumstance which has weakened 
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[the economic position of the small holder has 
increased the supply of agricultural labourers,—the sub¬ 
division of holdings, the loss af common rights in the 
rural economy, the desire of collective enterprise, the 
multiplication of rent-receivers, free mortgaging and 
transfer of land, and the decline of cottage industries.’** 

n 

I Their Deplorable Conditions 

This vast number of teeming millions in the rural 
areas present a sad spectacle of dire poverty and extremely 
low standard of living. The reasons are not far to seek. 
Agriculture itself in India is none too prosperous—in fact, 
if anything, it is almost unremunerative. If agriculturists 
themselves are poor, then agricultural labourers, who are 
to depend on the earnings of the agriculturists and are to 
be paid by them, cannot but be poorer still. In pre-war 
times, the average rate of remuneration for each worker 
per day used to be between two to three annas. At 
present, it ranges between Re. 1 to 1/4/-. Such earnings 
are extremely meagre, particularly in villages where 

opportunities for subsidiary incomes are conspicuously 
absent. 

But that is not the whole cause of poverty and dis- 
j ; tress of agricultural labourers. Not only their remunera¬ 
tion is small, but also their employment is seasonal, and 
hence their earnings are intermittent. Agricultural 
labourers are employed only when there is a seasonal 
|, demand for their services. During off-seasons they have 
no work, and therefore no earnings either. It has been 

*R. Mukerjee, Economic Problems of Modern India, Page 123. 
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calculated that agricultural labourers are employed for not 

more than five to six months in a year. The difficulties 

caused by unemployment and absence of earnings for half 
the year can easily be imagined. 

. Apart frora irregular employment and low earnings, 
agricultural labourers also suffer from the disabilities of 
hard conditions of work. There are no fixed hours of 
work, and when employed, they are to work throughout the 
whole day. The methods of payment are also irregular 
and sometimes quite primitive. In many areas, the 
agricultural labourers are compelled to work in considera- 
•°n of the money borrowed years ago. In some cases, 

agricultural labourers are in reality nothing but slaves 

whose services are commanded as a sort of hereditary 

rights. Some aboriginals in M. P. undertake to serve big 

landowners in consideration of the land they have received 
to build their huts on. 

Obviously, this is a very unsatisfactory state of things 
for agricultural labourers are not only poor but also serfs’ 
n a way, they are worse than slaves ; for slaves are at 
least fed and looked after by their masters. But in the 
case of agricultural labourers, they are theoretically free 
men, but in practice they are bound in fetters of poverty 
and customs. They have no land, no regular employment, 

i eracy. Literally, they live on a starvation level The 
houses they dwell in are extremely unhygienic. In many 
areas human beings and animals dwell in the same hut 
incidence of diseases is quite high, and when famines and 

of dealh 8 b n ak ° Ut ’ th6y fa " 30 6aSy ViCtim t0 clutch « 

death. During the Bengal Famine, it was found that 
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it was the landless agricultural labourers that recorded the 
highest figures for mortality. Agricultural labourers form 
the weakest link in the chain of rural economy and present 
a problem requiring urgent attention. 

Ill 

Need for Reform 

But it is unfortunate that uptil now, not only nothing 
has been done to ameliorate their conditions, but also the 
problem has not received the measure of attention that it 
deserves. Hitherto, our interest and concern for the 
improvement of the conditions of labour have been 
confined only in the industrial sector. While much 
remains to be done, yet at least some thing has been 
done in that direction. There is a fair degree of consci- 
ousness among the industrial labour; there are trade 
union organisations, machinery for fixing wages and 

regulating conditions of work. A host of welfare legis¬ 
lations have, to some extent, improved their status and 
made tolerable their conditions of living. 

As compared to all these, practically nothing has been 
done for improving the conditions of agricultural labour 
in India. This apathy and indifference becomes all the 
more glaring when we remember that the number of 
agricultural labourers is vastly greater than that of indus¬ 
trial labourers. The total number of labourers engaged 
in factories does not exceed 2*5 million, whereas 
the number of agricultural labourers is near about 45 
million. It is true that any attempt to reform 
the latter is beset with numerous difficulties and will 
present problems which are exceedingly complex. For 
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one thing, unlike industrial labour, agricultural labourers 

Icnl ^ K attefed aDd diSperS6d throu Sh°ut the whole 
length and breadth of the country. The task of bringing 

em under any unified plan for re-organisation is highly 

difficult. That way reform in the conditions of industrial 

labour is much easier, for they are greatly concentrated. 

Further, there is a certain degree of skill and mental 

awakening in the industrial labour, but the agricultural 

areaTT ■“* , abS °' UteIy primitive - “literate. and in many 

ZY Z r Th ? are d0minated by caste - creeds and 

. fs ‘ T ° break their century-old faiths and 

wages^anfi 6 Y 7- ^ ‘ aSks ' In some areas, 
wages and conditions of work are still governed bv 

t IT ra * her than by COntract and competi- 

ofth ^ 6ader P ' ayS a dominant role in the life 

of the community. He enters into contract with the land 

dT and otSe/ ^ ? C « dy * work tot 

Poverty and m * g ‘ VC him implicit support 
y and ignorance do not enable these leaders tn 

mode of hying. Agricultural labour is bus ZToT' 
Poor and landless class, but in a way is also . , y “ 
nomadic class. y a so a r °otless 

v out to the need and urgency for divert; 

3 M '° n f t0wards improving the condition of these 8 mi 
° serf, or ‘near-serf’ population. The existence of such 
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millions of poor, landless, and rootless people is a source of 
veritable danger and forms a very vulnerable point in our 
social organisation. As it has been rightly put,“This landless 
class hangs about the country side, adds to the already 
existing inefficiency of agriculture and is a permanent 
obstacle to the introduction of better methods and the 
improvement of agricultural tools. It is this same class 
which, driven by starvation into the cities, lowers the wages 
of town-workers and impedes the rapid growth of trade 
unionism, housing improvement and civic amelioration.’ 
Hence in view of all this it is absolutely necessary and 
desirable to take constructive measures to prevent the 
increase of landless class and promote the welfare of 
agricultural labourers. And this needs to be done as ^ % 
early as possible. Vested interests, apathy or indfference 
should not be allowed to cause any further delay, for 
delay is bound to sow the seeds of an agrarian revolution. 

IV 

Measures For Reforms 

1. First of all, there is the need to divert the surplus 
agricultural workers from land and offer them employ¬ 
ment opportunities elsewhere. This is necessary because 
agriculture is frightfully over-crowded on account of which 
there is a great deal of unemployment and under employ¬ 
ment in this sector of the economy. Quite many people 
are redundant at the present, and many more will become 
so when agriculture will be reorganised on scientific 
lines, the urgency of which cannot be questioned. As 
such creation of secondary and tertiary employment * w 
opportunities which involves an increase in the tempo of 
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economic development is absolutely necessary. This is 
the only effective answer to the problem of unemployment 
and under-employment. And as far as those workers 
are concerned who are to remain in the villages, employ¬ 
ment opportunities will have to be provided through 
extension of irrigation, intensive cultivation and estab- 
Iishment of subsidiary industries. 

2. Next, it is necessary to constitute economic family 
holdings and place stringent restrictions on their mort¬ 
gage and sub-letting. For “more than any thing else 
it is the uneconomic character of holdings, subjected to a 
process of continuous subdivision which makes agricul 
ture unremunerative and accounts for the increase of a 
destitute landless population.” 1 

3. Efforts should also be made to settle on coopera¬ 
tive lines agricultural workers on newly reclaimed lands 
as also on culturable waste lands. The establishment of a 

system of cooperative village management will also con¬ 
siderably help in improving the relative status of the 
agricultural worker. For in that case “agricultural 
workers, who now work for individuals will, under Coopera 
hve Management, work for the village community. 
Workers engaged in the same type of work, whether they 
are engaged as owners or non-owners, will receive 

remuneration on the same principle so that the landless 

labourers position in society will begin to change.” 1 

4. Further steps should be taken to organise labour 

Insurance, page 121 ^* ie ^ Polic y» Agricultural labour and 

2. First Five Year Plan, A Draft Outline, page 101. 
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unions in the country-side to enable agricultural labourers 
to protect themselves from the relentless oppressions 
carried on by landlords, capitalists and even peasants. 
At the present, however, they are almost unorganisable 
and unable to put up any fight for the improvement of 
the economic and social conditions because of their 
utter poverty, ignorance, scattered character and absence 
of leaders from among themselves. 

Besides this, regulation of hours of work and condi¬ 
tions of employment should also be kept in view. Maxi¬ 
mum hours of work may be fixed for farm labourers, 
keeping in mind the needs of agriculture for specially 
prolonged hours of work in certain seasons. 

5. Another desirable line of action relates to the 
fixation and enforcement of minimum wages for agricul¬ 
tural workers. Thjs task, however, is beset with numerous 
practical and administrative difficulties. Customs govern 
an untold number of daily acts and usages in agriculture 
which cannot be quickly broken by legislation. Moreover, 
immense diversity is to be found in different areas in respect 
of the nature, of contract between agricultural employer 
and worker, the amount and modes of payment of wages, 
the traditional privileges enjoyed by the workers, etc. 
Certainly it will take some time to standardise all these. 
Yet again, agricultural wages must bear relation to 
agricultural costs. Already our agriculture is almost 
unremunerative because of low productivity. A high 
rate of wages would add to the costs which would in the 
end be harmful for the agricultural workers themselves. 
Ultimately high wages follow from high productivity 
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which is possible only when labourers have improved in 
efficiency or productivity in land has otherwise increased. 
The problem of agricultural labour thus points out to the 
need for an over-all improvement in agricultural 
technique and increased yield from land. Though all this 
must necessarily take some time, a beginning in the form 
of minimum wages would go a long way in improving the 
conditions of living of agricultural workers. If not any 
thing else, it would at least help in focussing attention on 
this unfortunate and helpless class which has long been 
neglected and exploited. 

6. Apart from the fixation of minimum wages, another 
urgent line of reform lies in freeing agricultural labourers 
from the clutches of money lenders. They have been 
the easiest victims of the rapacious greed of money 
lenders, particularly of roving, petty money lenders 
who thrive on the ignorance of their borrowers. 
While something has been done to lighten the burden of 
debt of the agriculturists, agricultural labourers have been 
left to their merciless fate. Arrangements have to be 
made for the effective tackling of this problem and thereby 
enable the agricultural workers to start on a cleaner slate. 
Without this, the minimum wage legislation will fail to 
achieve its purpose. 

7. Yet another need is that of housing. Generally 
the workers are not the owners of the sites on which their 
huts are constructed. This makes them dependent upon 
the sweet-will of landowners. In fact for all practical 
purposes they become their slaves. It is, therefore, 
necessary to pay due attention to this problem. Generally 
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^peaking, where the sites are the common property of a 
village, the sites should be given to the workers free of 

charge, and where, they belong to individual owners the 

00 \ 

right of occupancy should be granted to the workers. 

Model houses need to be .constructed f or them with the 

labour of workers concerned and others of the village and 
also, as far as possible, local materials should be utilised. 

8. Finally, reforms are urgently needed to free the 
agricultural workers from crude customs and creeds which 
have reduced them to the position of slaves. This state 
of affairs must end. The primitive customs which bind them 
to their landlords and money lenders and compel them 
to render “begar” or slave-labour must be replaced by 
freedom of contract and modern methods of services and 
payments. This requires, inter alia t education of the right 
type and legislative reforms. ' : • 

These are some of the important measures for im¬ 
proving the lot of agricultural workers in the country. Let 
it, however, be emphasised that they themselves are too 
weak to fight for their rights and eliminate the parasites 
fattening upon them. It is only the organised might of 
the community that can come to their rescue. “By legis¬ 
lative authority, by executive ^tjon, by educative effort, 
they must be roused to the consciousness of . their dues ; 
iqust be strengthened and supported to struggle for real¬ 
ising them and so must be enabled to enjoy a decent 
standard of living which is denied them even ipore effec¬ 
tively than to the socially depressed classes.’’ 1 

,1. N.P.C. Seriep—Lend Polioy^ Agricultural l^bpur end In* 

surnce, page 40. 
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It is encouraging to note that of late some attention, 
though far from adequate, is being paid to this urgent 
problem. A comprehensive enquiry into agricultural 
labour conditions has now been completed by the Ministry 
of Labour in close collaboration with the State Govern¬ 
ments. The object of the enquiry was to collect data on 
employment earnings, standard of living and indebtedness 
of agricultural workers with a view to enable the Central 
and State Governments to initiate protective and ameliora¬ 
tive measures. 

The Minimum Wages Act has also been passed 
which requires the State Governments to fix minimum rates 
of wages for agricultural labour by the end of 1953. It is 
left to the option of States to fix minimum wages for 
such areas or for such classes of employment as they might 
consider feasible. Already the rates of minimum wages 
for agricultural workers have been fixed in 9 States includ- 
ing Punjab, U.P., Delhi and Himachal Pradesh. In some 
States draft proposals are under the consideration of 
the Governments concerned. 

The Planning Commission has also laid great emphasis 
on the necessity of improving the conditions of agricultural 
workers in the country at an early date. The planners 
emphatically declare that, “it will be difficult to maintain 
a system in which, because of accidents of birth or circum¬ 
stances, certain individuals are denied the opportunity 
of rising in the social scale by becoming cultivators and 
owners of land.” The Plan contains the following useful 
recommendations for the welfare of agricultural workers:— 
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1. Enforcement of minimum wages for agricultural 

• J m W « A I I . . i 

workers in low wage pockets, on larger farms, 
and in areas selected for intensive development ; 

2. Grant of occupancy rights in house sites in 
existing villages and in village extensions, an effort 
being also made, wherever possible, to provide 
small allotments for kitchen gardens ; 

3. The movement for gifts of land should be suppor¬ 
ted through special assistance for landless workers 
selected for the allotment of gifted land. Gifts of 
land should be made a permanent feature of rural 
development ; 

4. Labour co-operatives should be organised to the 
maximum extent possible and they should be the 
agency for construction of local irrigation and 
other works ; 

5. Blocks of newly reclaimed land as well as cul- 
turable waste land should be set apart, wherever 
possible, for the settlement on co-operative lines 
of groups of landless agricultural workers and of 
holders of small, uneconomic plots of land ; 

6. Financial assistance should be afforded to co¬ 
operative groups of landless workers for such 
purposes as house-building, purchase of bullocks 
and implements and for ancillary industries for 
which they receive training ; 

7. Special assistance by way of educational stipends 
for vocational and technical training should 
also be given, as is already being done in most 
of the States ; 
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8. Rural extension workers should be made res¬ 
ponsible for attending to the problems of welfare 
and employment of agricultural workers equally 
with those of farmers and the obligations of the 
village panchayats for the welfare of agricultural 
workers should be specially emphasised. 

Let us hope that these suggestions will be carried out 
and the conditions of the agricultural worker, who has 
so far been the residuary legatee of all woes, will steadily 
improve. 


CHAPTER XI 

FIVE YEAR PLAN AND AGRICULTURE 

; iv.f ' 1 ,u .<•*. . * . * /».-'c/i . j -n.* sji/ 

In the previous chapters we have discussed some of 
the intricate problems that confront Indian agriculture 
today. While discussing them, we have tried to suggest 

j • . | i ‘f r* • . . , , - *, 

certain remedies and, wherever possible, the recommenda¬ 
tions of the Five Year Plan have been scrutinised. Through¬ 
out the book, our emphasis has been to take an over-all 
view of our agriculture. Again, while analysing the nume¬ 
rous agricultural problems, we have tried to keep the secular 
trends of our economy in view. In the first chapter, while 
pointing out the difficulties of agriculture, we laid emphasis 
on the need to avoid a sectional approach. In this chapter 
we intend to discuss certain broad aspects of agricultural 
planning, mainly in the light of our first Five Year Plan. 

At the very outset we feel it our honest duty to 
appreciate the realism of the Five Year Plan. Our planners 
have very realistically pointed out the grave limitations of 
planning in a shortage economy, particularly in a democratic 
set-up. That our complimentary resources are too short 
of our needs, and occupational distribution of population 
too unbalanced have been underlined. While admitting 
the need for increased tempo of industrialisation to bring 
v about an optimum occupational distribution of population, 
the Plan has correctly laid more emphasis on agriculture. For 
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only when agriculture has been made less primitive and 
peasant less poverty-stricken that industrial development can 
proceed at a satisfactory pace. A contented peasantry and 
flourishing agriculture mean more capital for industrial 
investment and a wider market for industrial products. 
As higher technique is introduced in farming and 
other auxiliary operations, the necessary labour for 
industrial employment will become readily available. This 
process will, of course, be mutually inter-dependent for in 
a transitional economy improvement in the technique of 
agriculture is as much dependent upon the development of 
industries, as the latter is upon the former. At present the 
need is to break up the vicious circle so that such a process 
may start. We must admit that the Plan fully realises the 
need of it. And in order to bring it about, the Plan has 
laid an over whelming emphasis on food self-sufficiency 

programme. Admittedly this is the chief burden of the 
whole plan. 

If India attains food self-sufficiency, we will be able 
to 'Save our foreign exchange resources, abolish food 
rationing, make the people less discontented, reduce 
corruption and restore general order in the economy. 
Similary as we proceed towards the goal of attaining self- 
sufficiency in cotton and jute, the two of our most important 
industries are likely to acquire a sounder footing. The 
capital saved in this way can then be easily diverted 
towards general economic development. 

The Plan has emphasised the need for removing the 
social and institutional bottlenecks from our agrarian 
society, while providing for more intensive cultivation. In 
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respect of technical improvements, the Plan makes provision 
for gigantic river valley and. multi-purpose schemes, for 
more fertilisers, manures, wells, tanks and better seeds. In 
this way the intensive cultivation is expected to bring 
about a considerable increase in food supply. The rest 
would be made up by reclamation of new land and the 

development of unused lands. 

In order to generate the necessary enthusiasm among 
the peasants to resort to more intensive cultivation, the 
scheme of community development projects and rural 
extension service have been planned. They are supposed to 
provide the necessary social lever to bring about a 
complete regeneration in the rural life. It is hoped that 
once this enthusiasm has been generated, it would be use¬ 
fully utilised for nation-building activities and social uplift 
through Bharat Sewak Samaj, an organisation created to 
secure mass cooperation for the successful execution of the 

Plan. 

However, it was felt that a complete re-organisation of 
agriculture would remain a dream unless the feudal frame¬ 
work was completely broken. For centuries the feudal 
system, based on the exploitation of ryots through high 
rents, usury and physical torture, acted as a formidable 
obstacle in the way of all genuine urges of cultivators to 
make improvements in the soil. The complicated legal 
structure in respect to tenancy and protracted litigations 
continued to hinder any real improvements in agriculture. 

While the land reform measures undertaken in various 
States are expected to liberate the peasants from the feudal 
yoke, necessary tenancy legislations will reduce the 
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number of middlemen and simplify tenancy systems. 

The creation of Panchayats in the villages will carry the 

democratic message to far off people in the interior most 

regions of the country, and Panchayat Courts will reduce 

litigation and minimise the chances of miscarriage of 
justice in minor cases. 

The economic measures, suggested by the Plan to 
bring about the necessary increase in production, consist 
primarily m retaining controls on food price, to maintain 
the stability of price and relative price ratios between food 
and cash crops, and to continue the policy of procurement 
It was realised by the Planning Commission that these 
measures must be kept up at least till the fulfilment of the 
argets of food production. Any rise in the price of food 
would create unbearable pressures on the Plan and may 
generate inflationary forces in the economy-a danger 
which is further heightened by the proposed high level of 
dehcit financing. The need for maintaining the relative 
price ratios at the present level has been felt necessary in 
order to keep the prices of cash crops down. An increase 
in t eir prices will mean diversion of resources from food 
to cash crops which would endanger the fulfilment of food 
self-sufficiency programme on the one hand, and on the 
other would affect even more adversely the cost-price ratio 
m such raw materials using industries. In short, any such 
imbalance would completely wreck the Plan as a whole. 

The above paragraphs contain the spirit and approach 
o the Planning Commission towards agricultural planning. 
From the review it seems that the Plan has in reality taken 
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up the objective of planning the agrarian society as a whole, 
and in all it aspects. But a close scrutiny of thC Plah 
will reveal that it is unduly biased in favour of fechtiical 
improvements. In a way it is a legacy 1 ‘Of their 
predecessors, the British experts, whose approach was 
mainly technological. When we say that the Plan is biased 
in favour of technological factors, we do not suggest that 
such improvements are not necessary, or that the Plaii should 
not have emphasised them. But WC fear that 
a somewhat superficial approach. More fertilisers, better 
seeds, etc. will undoubtedly bring about an increased 
production in the immediate future, but under present 
conditions a saturation point will soon be reached, when it 
will no longer be possible to bring about further improve¬ 
ments. From this point of view, perhaps the Only 
redeeming feature is the recommendation to start coopera¬ 
tive village management and consolidation of holdings 
on the basis of cooperative fanning. But perhaps this 
provision can be successfully implemented only when 
large scale social and agrarian reforms have already' tafk^U 

place. " . 

In respect to land policy, the Plan seems to be running 

in different directions. It is encouraging capitalist and 
rich peasant farming on the one hand, and cooperative 
farming on the other. The feudal loTds who retain ‘ Sir ’ 
and Khud Kasht land would be converted into capitalist 
farmers with the help of compensation money received 
from the Government. The middle and poor peasants 
have been advised to form themselves into cooperative 
unions. For the landless proletarians, the Plan has suggest- 



FIVE YEAR PLAN AND AGRICULTURE 


321 


ed ‘Bhoodan yagna’ and cooperative settlement over the 
newly reclaimed areas. 

From the foregoing account it is clear that a human 
approach has been very much avoided. The Plan has 
suggested only half-way measures. Though it has frequen¬ 
tly paid lip service to the desirability of bringing equality 
in social status and has expressed concern at the rising 
population of landless workers, it has exhibited great 
vagueness in dealing with the problem. Distribution of 
land among the landless, lightening of their burden by 
scaling down their debts and a provision of subsidiary 
employments would have been really justified and desir¬ 
able. But prejudiced in favour of stability vis a vis 
progress in social directions, the Plan has failed to give 
due attention to the poorest section of Indian population. 

Again, the process by which the feudal order is sought 
to be broken up is not above question. There was no 
great justification in granting collossal amounts of money 
as compensation to the landlords along with Sir and Khud 
Kasht lands. Neither socially, nor historically did the 
landlords justify such a lavish treatment. We, of course, 
do not suggest that they should have been rendered social 
destitutes. Perhaps a rehabilitary grant would have 
served the purpose. But the way in which funds have 
been collected from the relatively poorer sections of the 
population for payments to the relatively richer sections 
is clearly inequitous. The Plan has implicitly laid the 
I e foundation of social inequality in the country-side. 

We have all along felt that large scale technical 
improvements must be brought about to clear the way 
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for economic development. Road making, well digging, 
afforestation, sanitation and literacy drive are certain 
things which, among others, can be usefully undertaken 
in case the surplus population of the villages is conscripted 
and utilised in an organised manner. Such an idea has been 
given the name of ‘land army*. We feel if such conscription 
is carried out through the Panchayat and other elected 
bodies, the element of coercion will be reduced to the 
minimum. While at work the Government may undertake 
to lodge and feed them and supply the necessary materials 
for development purposes. 

Development of cottage industries and such other 
occupations as horticulture or fish-breeding have been 
provided for in the Plan. The two big snags in this are 

I i i 

finance and marketing. Undoubtedly, cooperation is the 
best way of doing such things. But this is not likely to 
solve the problems of cost and technique. For these 
problems perhaps there is no easy solution. In mechanised 
cottage industries, the costs will be low and efficiency will 
be high, but initial investments will be large. To begin 
with such industrial units should be established in those 
areas where electricity is already produced and can be 
supplied at reasonably low rates. Later on with the 
general economic development of the country, the scope 
for such small scale industries will increase further in case 
resources, seeking large scale enterprises, are diverted into 

I , i ’ 

more important industries. In this connection we will com- 
mend a close study of the functioning of industrial coope¬ 
ratives in new China and their suitability for our country. 

It has been pointed out in some quarters that the 
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Five Year Plan has neglected the development of minor 
irrigation works and has provided an unnecessarily large 
outlay for big schemes. Certainly the minor schemes 
could have been made more labour intensive and also the 
losses and wastes resulting from incompeteney, neglect and 
corruption would have been considerably reduced. As 
Messrs C. N. Vakil and P. R. Brahmanand point out in 
their book “Planning for a Shortage Economy”, the 
emphasis should have been laid on efficiency and balancing 
the relative costs and benefits from alternative projects at 
the margin, rather than permitting wastes on grandiose 
schemes. Even in the case of minor irrigation projects, 
it should have been necessary for the Plan to balance the 
marginal capital cost of one scheme with another in the 
same area, and allocation of resources to those areas where 
the benefits were likely to be more, or where for the same 
benefit the capital was likely to be less. Such an attitude 
towards the allocation of resources would have maximised 
efficiency and minimised wastes. 

Now, approaching the end of our essay, we feel it 
necessary to remind our readers the need for proper price 
control as a sine quo non for effective planning. As 
pointed out earlier, the Government seems to be some¬ 
what gambling with-the price factor. It is necessary not 

merely to stabilise the general price level but also to keep 

the relative price ratios in such a way as to encourage 

the cultivation of those crops for which the Plan has es¬ 
tablished a priority. In a way the cultivation of cash 
crops is more likely to fluctuate with variations in prices 
t an food crops. Actually an increasing level of food 
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production can be maintained only when the incentives 
for diverting land to cash crops do not increase. In the 
recent past, jute prices suffered a serious set back and the 
result has been decline in both acreage and output, 
Naturally, so long as rice prices are relatively more 
tempting, jute will be produced less. But a precipitate 
decline in jute prices will mean large scale suffering for the 
poor peasants. So there is the need to enforce not merely 
ceiling prices, but also the floor prices. This may cause 
annoyance to jute industrialists. But in democratic 
planning, where antagonistic forces are constantly striving 
to wreck planning efforts, the intervention of the Govern¬ 
ment in the larger interests of the mass of cultivators and 
economic development is most desirable and necessary. 
For it is these cultivators who, in the ultimate analysis, 
retain the last word in respect to the Plan and a farsighted 
Government should in no case ignore their interests. 

To conclude, situated as we are, agricultural develop¬ 
ment is indispensable for accelerating the tempo of 
economic progress in the country. The Planning Commiss¬ 
ion has done, therefore, the right thing in giving the 
top most priority to it. But at the same time we should 
not forget that for agricultural development, there is first 
the need for an agricultural revolution to sweep away the 
primitive and unjust socio-economic structure of the 
village, and then comes the need for scientific agriculture. 
The former must precede the latter. Once agricultural 
revolution has swept away the time-worn structure, the 
application of Science will do the rest. In the past the 
Government tried to bring in the second phase first. Thut 
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actually amounted to putting the cart before the horse. 
Hence the failure. Unfortunately, even now there is no 

full appreciation of these two distinct phases of agricul¬ 
tural development. We fear such an approach will not 
take us far. 



APPENDIX 

AGRARIAN REFORMS IN CHINA 


Before the sweeping agrarian reforms were introduced, 
the Chinese society was feudal in character. Both the 
Government and the economy were dominated by 
feudal war lords. Feudal exploitation of peasantry and 
excessive usury resulted in the fall of agricultural produc¬ 
tion, pauperisation of Chinese peasantry and retardation 
in economic development. Famines stalked the land that 
was predominantly agricultural. Decades of civil war 
and foreign intervention had deprived whatever incentive 
was left with the peasant to improve production. Unbridled 
inflation deprived him of his meagre savings ; and utter 
corruption and greed among the government officers and 
agencies compelled him to revolt against the State. 

When the Chinese communists came to power, the 
whole scene was changed. Inflation was curbed, economy 
restored, nation unified and military victories against the 
rival KMT armies ensured. Agrarian reforms broke the 
back of feudalism in Chinese rural society and thereby 
released dynamic forces which are so very necessary for 
economic development. The new rulers of China believe 
in industrialisation of their country. But, as is well-known, 
only a prosperous peasantry and rising agricultural produc¬ 
tion can form the basis of rapid industrial growth. It is this 
which explains the need and provides the justification for 
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agrarian reforms which the Chinese communists thought 
necessary to introduce. 

As compared to agrarian revolution which swept 
through Soviet Union after the Bolshiveks came to 
power, the Chinese agrarian reforms look much less 
drastic. To be sure, the agrarian reforms in China also 
have a history. Hence before we discuss the Agrarian 
Reforms Law, which is only the culmination of a process, 
it will be better to briefly scan the stages through which 
the agrarian reforms have passed. 

During the second world war, large areas of Chinese 
mainland came under the occupation of communist 
armies. By 1945 they had a territory of 8,87,000 sq. km. 
with a population of 250 million. As the civil war pro¬ 
ceeded, the area under the occupation of Chinese commu¬ 
nists gradually increased. As early as 1946 the C. C. P. led 
the peasant movement for restricting the powers of the 
landlords by confiscating a part of their land and trans¬ 
ferring it to landless labourers and peasants. By 1946-47, 
about 60 million peasants acquired new land that formerly 
belonged to landlords. In September 1947, the Commu¬ 
nist Party convened the All-China Agrarian Conference 
and adopted a “Basic Programme on Chinese Agrarian 
Law.” It provided for complete abolition of land 
ownership right of all landlords and for the confiscation 
of land and other means of production owned by landlords 
and rich peasants, and their transfer to the landless 
workers and poor peasants. By the spring of 1948 about 
3 million hectares of land, together with large number of 
cattle, implements and seeds were distributed among the 
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peasants who had either no land or were very poor. These 
reforms were carried out only in “old liberated” areas 
and benefited about 100 million peasants. By 1950 the 
whole of Manchuria and four provinces of North China 
had implemented the agrarian reforms which affected 
nearly 150 million peasants. 

On June 28, 1950, the Central Peoples* Government 
Council adopted the Agrarian Reforms Law to direct 
the reforms in the newly liberated areas. This programme, 
which was comparatively more moderate than the previous 
one, was to be enforced throughout China, excepting the 
old liberated areas and minority areas like Tibet and 
Sinkiang. For the national minority areas, the new 
Government pursued a policy of first convincing the people 

about the desirability of introducing the reforms and then 
carrying them out. 

By now the Agrarian Reforms Law has been implemen¬ 
ted almost every where. In view of this, it is necessary to bear 
in mind its important provisions. The Agrarian Reforms 
Law in China, it needs to be emphasised, has abolished 
only ‘the land ownership system of feudal exploitation by 
the landlord class’, while ‘the system of peasant land owner¬ 
ship shall be carried into effect in order to set free the 
rural productive forces, develop agricultural production 
and pave the way for the industrialisation of the new 
China” (Article 1). From this it is obvious that only 
the functionless, rentier class of landlordism has been 
abolished. Great care has been taken to see that the 
abolition does not go too far, and that the rural economy 
does not break down under the pressure of agrarian 
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revolution. As an illustration, land and other properties 
used by landlords for industrial and commercial purposes 
have been left untouched. 

For purposes of implementation of the Law, the 
agrarian society has been classified and each interest 
properly defined. In the decisions concerning the differ¬ 
entiation of class status in the country-side, a landlord 
has been defined as follows : 

“A person shall be classified as a landlord who owns 
land, but does not engage in labour or only engages in 
supplementary labour and depends on exploitation for his 
means of livelihood.” It is further added that “any 
person who collects rent and manages the landed property 
for landlord and depends on the exploitation of peasants 
by the landlords as his main means of livelihood and 
whose living conditions are better than those of an 
ordinary peasant, shall be treated in the same manner 
as “landlord”, and “any person who rents large areas 
of land from landlords, who does not himself engage 
in labour, but sub-lets the land to others lor rent and 
whose living conditions are better than those of an ordinary 
middle peasant shall be classified as a sub-landlord. Sub- 
landlords should be treated in the same manner as land¬ 
lords. A sub-landlord who cultivates part of his land 
should be treated in the same manner as a rich peasant.” 

This elaborate explanation of a lordlord and a sub- 
landlord and the treatment that they should receive 
indicate the meticulous care that has been taken to ensure 
that while exploiting landlords are punished, non-exploi¬ 
ting landlords are protected' Throughout the Law the 
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Chinese have exhibited a desire to maintain a rich peasant 
economy. This desire of the Chinese people is perfectly 
in tune with their policy to confiscate the bureaucratic 
capital, while encouraging and protecting the national 
bourgeoisie. It seems they have chosen this policy to 
ensure efficiency in economic development and to reduce 
the over-head social costs to the minimum. In a way the 
Chinese neo-democracy can be considered as a new variant 
of New Economic Policy of Russia under different cir¬ 
cumstances and with a different background. 

Regarding the attitude towards the peasants, the 
Agrarian Reforms Law lays down that only that much 
land should be requisitioned which is more than the land 
worked by them or worked with the help of hired 
labourers. This action has been taken possibly to 
eliminate the chances of rich peasants converting them¬ 
selves into rent receiving landlords. Excepting this 
provision, the law specifically lays down that the property 
of rich peasants should be protected. There is, however, 
one main category of rich peasants called reactionary rich 
peasants. According to the Law those who participated 
in the counter-revolutionary activities or are still doing so, 
should be treated as reactionary rich peasants and their 
properties should be confiscated. But it seems this is a 
punishment for illegal activities rather than an element 
of reform. 

As mentioned earlier, Agrarian Reforms in China 
have inaugurated a period of peasant proprietorship. It 
has been specifically stated that the land of peasants shall 
be protected by law. For the present it seems to be a 
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transitional provision for the ultimate aim is collectivisa- 

tion \ia cooperative farming. 

The Chinese communists do not believe in paying 


compensation to the landlords. Only where lands and pro¬ 
perties of religious, educational or philanthropic institutions 
are taken over, steps will be taken by the Government to 
meet the financial obligations of such bodies in conse¬ 


quence of deprivation of their source of income. 

Regarding the manner of distributing land and 
other properties among the peasants, the Agrarian Re¬ 
forms Law lays down an elaborate procedure. Steps have 
been taken to see that distribution is effected as peacefully 

and equitably as possible. According to the Law all such 

lands and properties are to be taken over by the 
peasants’ associations and the distribution is to be done in 
a unified, equitable and rational manner.” The ex-land¬ 
lord has also been entitled to receive an equal share from 
the divisible pool so that he may be able to earn his living 
by work and reform himself through physical labour. The 
law, however, specifically lays down that “land owned by 

the filler shall not be drawn upon for distribution. 

Apart from the above mentioned directions, the 
Reforms Law has also laid down many other instructions 
concerning distribution of land. For example, it has provi¬ 
ded for numerous allowances for soldiers who died on the 
side of communists or those who are in the army u 
whose families live in villages. 

Besides land reforms, the Chinese Government have 

imposed a progressive system of grain-tax Care has 
beln taken to see that production does not suffer and 
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peasant’s incentive is not curbed. According to the new 
system, “the highest rate for the poor peasant should not 
be over 10 per cent of his summer yield, for the middle 
peasant not over 15 per cent, for the rich peasant not 
over 25 per cent, for the landlord not exceeding 50 per cent, 
and for special cases not exceeding 80 per cent.” These 

taxes are levied only on principal agricultural products. 
It has been clearly laid down that no taxes should be im¬ 
posed ‘which hinder the development of agriculture, rural 
subsidiary occupations and live-stock breeding.” 

The reason for drawing attention to the taxation 
policy of the Chinese Government is to show that in their 
enthusiasm for social change, they have not forgotten basic 
economic principles. It is, however, necessary to point out 
that the grain-tax remains the greatest source of revenue 
for the Government, a sign of economic backwardness. In 
1950-51, revenue from grain-tax accounted for 41*4 per 
cent of the total revenue. 


It will be fruitful to devote some space to the assess¬ 
ment of agrarian reforms and changes that are still going 
on in Chinese villages. Upto 1952 the Agrarian Reforms 

had affected a population of 300 million. If this is added 
to the population of old liberated areas, the percentage of 
the Chinese rural population covered by these reforms 
will be about 90 per cent. This could be possible only by 
attempting a total mobilisation in the villages and con¬ 
ducting fierce class struggle between the landlords and the 
peasants. We find that each year land reform teams con¬ 
sisting of 3,00,000 persons, on an average, were o^nised 
implement land reforms. About 700 million mou 
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of land have been distributed. It has been estimated 
that more than 30 million tons of grain used to be collec¬ 
ted every year by the landlords from these lands. Now 
peasants no longer pay it. Thus this means a great relief 
to the over burdened peasantry. It has also resulted in an 
increase in food production. In 1952 the total grain out¬ 
put was 40 per cent above that of 1949. It is further 
claimed that land reforms have rapidly accelerated the 
political conciousness of the people and the cultural deve¬ 
lopment of rural areas. 

Of still greater significance is the success of co-opera¬ 
tive movement in China. It is claimed that ‘tens of 
millions of peasants have actively joined mutual-aid teams 
and agricultural producers’ cooperatives. In the year 1952 
‘the marketing and supply co-operatives had a membership 
of 106 million.’ The number of agricultural producers’ 
co-operatives in 1952 was 4000, and of supply and mar¬ 
keting co-operatives more than 34,000. 

The co-operative movement started with the organi¬ 
sation of mutual aid teams which do not interfere with the 
right of peasant over his land. These mutual aid teams 
can be classified into three groups. In the first group 
are those teams which are of temporary nature and 
have only seasonal importance. The second group con¬ 
sists of permanent mutual aid teams which combine 
mutual aid in agriculture with mutual aid in other 
occupations and draw up the elementary production 
plans for its members. And the third consists of the 
rural producers* cooperatives to which the peasants 
contribute their share of land. The last one is only one 
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step below the collective farms. The Government’s de¬ 
clared policy is to encourage cooperation and gradually 
widen the areas under cooperation. This will facilitate 
the transition of agriculture under peasant proprietorship 
as it is now to full-fledged collective basis ultimately. 

At the present the main hinderance to the rapid growth 
of collective farms lies in the backwardness of Chinese 
economy. Obviously the pace of collectivisation will 
depend upon the tempo of industrialisation. As the demand 
for labour grows in urban industries, and agricultural 
implements become available, the pace of collectivisation 
will be stepped up. In Russia the Government went too 
far and also too fast in its craze for collectivisation and so 
paid a heavy price. The Chinese communists do not want 
to repeat that mistake. Similarly in eastern European 
countries also the pace of collectivisation has been kept 
deliberately slow. 

The Chinese have commenced their First Five Year 
Plan which integrates agricultural production with the 
tempo of industrialistion. The success of their Five Year 
Plan will be the greatest proof of the vitality of agrarian 
reforms. Just now there is no dearth of critics who 
attack the agrarian reforms on numerous grounds. On one 
extreme there are those who indignantly protest against 
the confiscatory nature of agrarian reforms, while on the 
other hand some feel dissatisfied because the reforms do not 
go sufficiently far. Certainly much of this criticism is due to 
the fact that generally the critics do not fully recognise the 
objective need of the Chinese economy as also the vital 
role of agrarian reforms in stepping up the economy to a 
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higher level. 

We in India are also engaged in the task of agri¬ 
cultural reconstruction with a view to raise the economy 
to a higher level and make it more broad-based and 
balanced. In view of this any study of the measures of 
agrarian reforms cannot but be of immense value. Not 
that we should blindly imitate what has been done else 
where, but we can certainly profit from the experiences 

of others. 
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